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e In the Record ° 


Behind the Employment Statistics 


Cold statistics, when they concern employment or un- 
employment, can be interpreted to yield several hot insights 
into the state of the economy. Employment figures serve 
the business analyst both as an indication of the rate of 
present production and of future consumer demand. Thus 
they pinpoint today’s business picture and presage to- 
morrow’s. 

According to the Census Bureau’s figures, published in the 
Monthly Report on the Labor Force, total employment de- 
clined in 1953. Although part of this was attributable to a 
secular drop in farm employment, a decline in manufacturing 
payrolls was clearly evident after July. 

While employment figures were dropping decisively in 
late 1953, unemployment statistics showed only a slow rise. 
Some of this seeming discrepancy may be attributed to 
Census definition of terms. However, this is not a complete 
explanation. The conclusion that the labor force was 
shrinking would also seem valid. 

What does a smaller labor force and lowered employment 
in manufacturing mean in terms of income and future con- 
sumer spending? What effect will these employment changes 
have on the American economy? Light on these questions 
will be found in “Three Perspectives on Employment,” start- 
ing on page 160. 

eee 


The Postman Rings... 


Neither rain nor sleet nor howling gale will stop the mails 
from going through. Most school children are familiar 
with this slogan in its rightful form—but empirical data con- 
cerning the use of the United States postal system, and its 
effect on the American economy, are not so easily come by. 

Which businesses use postal services? How dependent 
are they on them? What role does the Post Office play in 
the smooth running of our economy? These are some of 
the questions which Taz ConrereNnce Boarp explored re- 
cently in a factual study made at the request of the Senate 
Committee on Post Office and Civil Service. 


Businesses were surveyed directly to get some of the 
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answers, and replies to detailed questionnaires were received 
from nearly 1,500 firms. These replies formed the basis of 
one section of the 128-page report submitted to the Com- 
mittee. The study also used available statistics to compare 
postal costs with other business costs, as well as how 
postal use has grown along with national production. 

A summary of the report, including some of the original 
charts, starts on page 150. 


What Did the March Winds Say? 


The March winds huffed and puffed, but they neither blew 
the economic house down nor established its solidity. Policy- 
makers, who had hoped for a clarification of economic con- 
ditions, had to await further developments before making 
any broad decisions. 

While March indicators were inconclusive, a Department 
of Commerce business survey points to capital goods ex- 
penditures in 1954 as being slightly below those of last year. 
However, these outlays will still be higher than in any year 
prior to 1953. Consumer spending can also be expected to 
decline in 1954, according to the preliminary report of the 
Federal Reserve consumer finance study. “Straws in a 
March Wind,” starting on the next page, discusses the seri- 
ousness of these declines and the import of other recent 
economic indicators. 
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How Bad Is Business? 


In a special spot-check survey, 157 manufacturing com- 
panies describe how the current business decline is affecting 
their production, billings, backlogs, new orders, inventories, 
capital expenditures, employment, profits, and future plan- 
ning. These companies comment on business prospects in 
the second quarter and give their best estimates to the ques- 
tion: “When do you think your business (if adversely 
affected) will pick up again?” 

For the over-all picture, as well as detailed information 
industry-by-industry and company-by-company, turn to 
page 172. 


STRAWS IN A MARCH WIND 


They pointed to little change in the weather, but 
some barometer readings are lower 


observed in the kites and trial balloons sent aloft 

in response to the President’s declaration that the 
March breeze would point the course of economic 
policy. During the month, nothing of any portentous 
significance had happened to business. 

Final results for March will not be in, of course, 
until late April and early May. But a run-down of 
weekly indicators spells out the frustration that must 
be assailing policymakers, and explains why the time 
of decision has been pushed up to May. (See charts.) 


SOME INSIGNIFICANT INDICATORS 


Steel production moved steadily downward during 
March, from a February level that was already well 
below any post-Korean experience. 

Car output strengthened enough to be mildly en- 
couraging, without stimulating any increase in steel 
orders. (The long-awaited improvement in orders was 
put off to the second quarter.) As it moved sidewards 
through early March, automobile assembly gradually 
fell further behind the comparable weeks of 1953, 
when a strong seasonal uptrend was in progress. In 
late March, output began to rise seasonally, and the 
year-to-year comparison stabilized at about minus 
15%. 

Coal production, after having slid sharply down- 
hill in February, was running below its February av- 
erage in the first half of March, and was at its lowest 
level of any normal production month since Korea. 

Freight carloadings turned mildly upward in March, 
in response to normal seasonal influences, but con- 
tinued to run almost 15% below 1953. 

In the first week of March, department store sales 
fell far behind 1953, mainly because of weather condi- 
tions in the midwest. In the second week of the 
month, sales began their annual seasonal surge into 
the Easter holiday. The surge was two weeks late in 
starting because of the later date of Easter, but, 
allowing for the vagaries of both weather and cal- 
endar, March department store sales were running 
perhaps 8% below a year ago. Measuring from Feb- 
ruary to March, on a seasonally adjusted basis, sales 
evidently declined slightly. 

Throughout March, as in February, total claims for 


I: LATE MARCH, only a listless drift could be 


unemployment insurance compensation stuck dog- 
gedly to 2.1 million to 2.2 million. That does not mean 
that unemployment, as measured by the Census Bu- 
reau, had stabilized in March. It does suggest that 
the rate of rise in unemployment slackened, but this 
may reflect seasonal quickening in consumer soft 
goods and in outdoor industries. 

The net implication of this sketchy array of weekly 
indicators is a moderate further decline in total pro- 
duction activity. In February, industrial output, 
as measured by the Federal Reserve’s seasonally 
adjusted index, fell about 2%, with all the decline con- 
centrated in durables manufacturing. In March, the 
durables decline evidently continued, although per- 
haps at a somewhat slower rate. There is no indi- 
cation of any important change in nondurables out- 
put. Minerals output, unchanged in February, may 
have declined slightly owing to curtailments in copper 
and coal. 


FROM INVENTORIES TO MARKETS 


While figures on actual March operations did not 
add up to either an end or an acceleration of the de- 
cline, estimates of what the gross national product 
will look like for the first quarter as a whole suggest 
a gradual transition in the character of the decline 
itself. Judging from the figures available in late 
March, a further drop in gross product in the first 
quarter—the third quarterly drop in a row—is vir- 
tually certain. It is also certain that the decline will 
not be significantly smaller than the drop of $6 billion 
(annual rate) from the third quarter to the fourth 
quarter of 1953. 

And it is likely that the composition of the de- 
cline in the first-quarter figures will lend a little sta- 
tistical substance to the argument that this is not 
purely an inventory recession. For the first time in 
the 1953-1954 recession, the quarter-to-quarter de- 
cline in gross product has been only partly absorbed 
in inventory change. Three markets which together 
accounted for about $110 billion of gross product 
in 1953—personal consumption expenditures for dur- 
able goods, business outlays for plant and equip- 
ment, and government outlays for defense—all de- 
clined. Their aggregate drop amounted to perhaps 
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$4 billion. Inventory demand, which had declined 
$6 billion in the fourth quarter (from $3-billion ac- 
cumulation in the third quarter to $3-billion liquida- 
tion in the fourth quarter) evidently fell a little 
further. This reversal of inventory trend was the 
dominant element in the fourth-quarter decline of 
gross product; in the first quarter, it was only one 
among many declines. In the fourth quarter, changes 
in final demands netted out; in the first quarter, de- 
clines predominated, despite a continuing rise in con- 
sumer outlays for services, and in expenditures of 
state and local governments. 

Because the first quarter has turned out to be a 
mixture of declines in both inventory and final mar- 
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kets, it might be said that “inventory recession” has 
now merged into a more general form of “orthodox 
recession.” ‘These labels of recession types (for the 
coining of which the responsibility lies as much with 
Tue Conrerence Boarp as anywhere else) are cer- 
tainly useful. They have, in fact, provided the frame- 
work of much of the analysis of events since mid-1953. 
But they can be overexercised, particularly if they 
are used as discrete types of recession. The asser- 
tion that business conditions have now moved cate- 
gorically and en masse from a benign to a malig- 
nant form of recession suggests much more evidence 
of cumulative contraction than can actually be found 
in current figures, including the recently released fore- 
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Steel Inventories: No Liquidation in Late ‘53 
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shadowing statistics on business and consumer antici- 
pations. While declines have occurred in several final 
markets, they have thus far maintained the character 
of separate, more or less unrelated adjustments. As 
long as they remain so, it is possible that declines in 
certain sectors will end, or even develop into an up- 
trend, before adjustments are completed in all the 
other sectors—a pattern that is not contemplated in 
“orthodox recession.” 


CAPITAL FORMATION: STILL FORMING 


A February survey, made by the Department of 
Commerce, of business indications regarding plant 
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Assuming no net change in steel inventories in 1948-1949 
(a fairly realistic assumption), the panels indicate accu- 
mulation of steel inventories when steel receipts are above 
output and liquidation when below output. In the last 
half of 1953, output in steel-consuming industries fell 
almost as fast as steel receipts, and no net liquidation 
occurred. In the first quarter (not charted), receipts fell 
well below output, and liquidation is proceeding rapidly. 


Sources: American Iron and Steel Institute; Federal Re- 
serve; Ward’s Reports; Department of Commerce; 
The Conference Board 


and equipment expenditures for 1954 indicates a total 
level of spending about 4% below 1953, with all of the 
decline in manufacturing and railroad outlays. At a 
seasonally adjusted annual rate, the decline amounts 
to about $14 billion per quarter continued throughout 
the year. In the last half of the year, outlays will 
presumably be running $2 billion (8%) below their 
annual rate in the comparable period of 1953, which 
was the highest half-year on record. Even in the 
final quarter of 1954, the rate will still be higher than 
in any period prior to 1953. 


Coming seven months after a moderately severe 
downturn in output and a severe fall in profits (see 
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below), the indicated decline could be thought of as 
impressively shallow. Thus far, it seems to be not 
so much a business cycle phenomenon as a more or 
less expectable readjustment from the forced-draft 
expansion executed in previous years under artificial 
inducements. The same survey discloses no marked 
change in sales expectations on the part of business- 
men. Participating manufacturers foresaw a 3% 
drop in sales volume from 1953 to 1954, composed 
of an 8% drop in durable goods and a 3% rise in soft 
goods. As of early March, no clear reversal of busi- 
nessmen’s generally sanguine views of 1954 had yet 
occurred, even though their production had fallen 
fast enough to cause liquidation of inventories at a 
considerable annual rate. (See below.) 

It might well be argued that if sales in coming 
months do not meet these anticipations, capital out- 
lays will also fall short of the survey’s findings. This 
is entirely plausible, but it remains to be seen. What 
is significant in the survey results is that the antici- 
pated decline in capital spending is in itself not 
nearly sharp enough to suggest more of a drop in 
manufacturers’ sales than they themselves expect. In 
other words, the survey revealed no internal inconsist- 
ency between manufacturers’ buying plans and their 
selling expectations. 

Even more than the capital outlays figure, foreshad- 
owing statistics covering the construction market defy 
the “orthodox recession” label. Both residential and 
nonresidential contract awards have run at very high 
levels—somewhat above a year ago—in the first 
quarter as a whole. No early downturn in housing 
starts from their present 1.1 million annual rate is in 
prospect for at least several months, if awards figures 
can be trusted. 

Combined with the capital outlays anticipations, 
the contract awards figures suggest that the $50-bil- 
lion nucleus of private capital formation—new con- 
struction plus producers’ durable equipment—will 
stand reasonably firm?! at least until the fall of 1954. 
If it does, business will have almost another half-year 
in which to work on its inventory without complica- 
tions arising in fixed capital formation. 


INVENTORY: FASTER DECLINE 


In the first quarter, the annual rate of inventory 
liquidation has evidently swelled to over $4 billion, 
from $3 billion in the previous quarter. The increase 
reflects, in part, the beginning of what seems to be 
extensive liquidation of steel holdings in steel-con- 
suming industries. In the last half of 1953, output 
rates in these industries were falling as fast as their 
receipts of steel, and little in the way of liquidation 
was accomplished (see chart). In the first quarter, 
the decline in the steel rate has been considerably 


1From the third quarter of 1948 to the first quarter of 1949, the 
total of the two components fell from $38.7 billion to $36.3 billion, 
and then to $35.2 billion in the third quarter of 1949. 
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sharper than the decline that occurred in steel con- 
sumption. 

The rise in the rate of liquidation also owes some- 
thing to the new-car market. In the fourth quarter, 
expansion of stocks was contraseasonal; in the first 
quarter the moderate rise in such stocks was no more 
than seasonal, and possibly less. (The same effect of 
seasonal adjustment impinging on a rising level of 
car stocks swung the inventory investment rate down- 
ward in early 1953.1) 

The rate of inventory liquidation is now almost as 
high as its peak rate in the 1949 recession. It is, in 
fact, about as high as it can be expected to get. 
Efforts to increase the rate of liquidation to substan- 
tially above the current rate would very probably de- 
feat themselves; that is, the further declines in pro- 
duction and incomes might well precipitate a com- 
mensurate decline in consumer demand. As of late 
March, there was no indication of a desire to get the 
rate higher, and purchasing agents seemed to feel 
that the pressure for liquidation had passed its crest. 


REPORT ON THE CONSUMER 


In the decline of gross product from the third 
quarter of 1953 to the fourth quarter, consumers 
held little of the responsibility. While consumer out- 
lays for goods fell by about $2 billion, outlays for 
services rose by over $1 billion, and the total decline 
in personal spending amounted to only one sixth of 
the total decline in output. 

Between the fourth quarter of 1953 and the first 
quarter of 1954, it is possible that consumers have 
accounted for an equally large dollar share, and a 
larger proportionate share. Spending for durables 
evidently fell over $1 billion, at an annual rate. 
Spending for soft goods showed, if anything, a slight 
decline, and outlays for services rose less rapidly than 
in previous quarters. (The rate of increase in the 
prices of consumer services—notably rents—slowed 
during the first quarter.) From its peak rate in the 
second quarter of 1953, total demand for goods has 
evidently shrunk almost $5 billion, or between 3% 
and 4%. 

Preliminary results of the annual Federal Reserve 
study of consumer finances has been interpreted as 
confirming this trend for all of 1954. According to the 
survey, 7.8% of spending units in early 1954 expressed 
an intention to buy a new automobile, as contrasted 
with 9% in early 1953; 26.8% intended to buy furni- 
ture or a major appliance, as compared with 31.9% 
in early 1953. If a relatively minor year-to-year 
change in the number of United States spending units 
is ignored, this suggests a decline in the new-car mar- 
ket of about one eighth, and a decline of about one 
sixth in the housefurnishings market.? 

1Gee The Business Record, August, 1953, page 307. 


2The same survey found a decline of almost 25% in the number of 
families expecting to buy a house. 
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These declines are, obviously, not minor, even 
granting that they are declines from an extremely high 
level. (For the new-car market, for example, they im- 
ply a new-registrations figure of about 5 million.) It 
may be worth noting that on the basis of retail sales, 
the automobile market has already had much of its de- 
cline. Average sales in the first two months of 1954, 
seasonally adjusted, were about 12% below the 1953 
average. These figures include used-car sales, the 
prices of which are sharply below their average 1953 
level. But even on the basis of new-car registration 
data, the January-February average was approxi- 
mately 9% below the average for the comparable 
months of 1953 (and 25% below the average rate in 
all of 1953). On the other hand, television sets, for 
which the survey indicated a sharper decline than 
the 16% average for all housefurnishings, have been 
among the best performing of all durables in early 
1954. 

At the time when these sales performances were 
being set, the Federal Reserve was finding a tendency 
among consumers to plan their durables goods pur- 
chases more heavily in the latter part of the year 
than was the case a year ago. This suggests that 
late in the year monthly sales comparisons with 1953 
may show improvement, rather than deterioration. 
Or it may suggest that some of the deferred purchases 
will not be made at all. 

Since mid-1953, it has been clear that one of the 
possibilities for 1954 is that inventory liquidation 
will be complicated by a serious decline in demand 
for consumer durables. The Federal Reserve survey 
has lent some substance to this specter. But retail sales 
of durables month to month in the first quarter have 
been somewhat better than might have been expected 
even before the Federal Reserve’s survey appeared. 
For March, the automobile industry has reported a 
normal seasonal expansion of retail sales; home fur- 
nishings and appliance stores have enjoyed satisfac- 
tory volume throughout the first quarter. While 
these markets are not what they were at the peak of 
the boom, there is no indication of any progressive 
contraction in the monthly figures. In fact, for auto- 
mobiles and many housefurnishings, the nature of 
the problem facing producers is still predominantly 
high inventory, not low markets. 


SAVERS AND INVESTORS 


In national economic accounting, gross saving and 
gross investment of all sectors combined are equal 
quantities in any given period, if government deficits 
are treated as investment and surpluses as saving. In 
the first quarter, both personal consumption expendi- 
tures and disposable incomes evidently declined 
slightly, and the net personal saving rate was little 
changed from its relatively high level of late 1953. 
This suggests, other things being equal, a continued 


high level of net investment by government and 
business combined. 

For business, the estimation of a net investment 
rate for the first quarter is particularly difficult be- 
cause both gross savings and gross investment of 
business have been declining at an extraordinarily 
rapid rate. Business gross investment has evidently 
fallen about $9 billion (annual rate) from the second 
quarter of 1953 to the first quarter of 1954. At the 
same time, corporate gross saving in the form of un- 
distributed profits (allowing for the expiration of the 
excess-profits tax) has fallen perhaps $4 billion from 
it annual rate of mid-1953, while saving in the form of 
capital consumption allowances may have risen per- 
haps $1 billion. Despite what must be a very sharp 
decline in the rate of corporate profits after taxes, 
the rate of net business investment has evidently 
fallen. High personal net saving, together with 
lower business net investment, implies a marked 
widening in the seasonally adjusted annual rate of 
net government investment, in the form of deficits, 
even apart from any assumptions about further tax 
relief during 1954. 


DECLINE IN RECEIPTS 


On an accrual basis (as contrasted with a cash 
receipts basis), the federal tax yield has fallen about 
$5 billion as a result of rate reduction, another $3 
billion because of shrinkage in corporate profits, and 
another $.5 billion to $1.0 billion because of a decline 
in personal incomes. This decline will only begin to 
show up in Treasury receipts in the second quarter 
and, under present law, will not be fully apparent 
until early 1955. But to the extent that it is reflected 
in the thinking of taxpayers, it is a general support to 
business of significant proportions. It should be 
weighed as a developing offset to the $5-billion decline 
in defense expenditures between mid-1953 and early 
1954. 

Apert T. SOMMERS 
Division of Business Economics 


Business Book Shelf 


Soviet National Income and Product in 1937—An attempt 
to compute the national income of the USS.R. using 
methodology similar to that generally applied to the 
western nations. By Abram Bergson. Columbia University 
Press, New York, 1953. $3.75. 


World Trade Policies—A collection of annual reviews of the 
commercial policy of foreign nations covering the period 
from 1920 to 1953 written approximately contempora- 
neously with the events described by the adviser on 
commercial policy to the United States Department of 
Commerce. By Henry Chalmers. University of California 
Press, Berkeley and Los Angeles, 1953. $7.50. 
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Survey of Business Practices Reveals: 


COMPETITION SPARKS CREDIT REVIEW 


REDIT policies are being critically reviewed 

by many of the 158 manufacturing companies 

cooperating in this month’s survey of business 
practices, and one out of three of these companies has 
made a significant change in its credit policy during 
the past six months or intends to during the first half 
of this year. Although the remaining companies 
foresee no significant change in policy, many of them 
are “following credit closer” and “investigating credit 
requests more thoroughly,” for, in approximately 
half the reporting companies, collection rates have 
shown a tendency to lag. 


EASIER vs. TIGHTER CREDIT 


The survey shows a cleavage of opinion among the 
fifty-two companies who have changed or are plan- 
ning to alter their credit policies. While the majority 
of these companies favor a more liberal policy, they 
number only six more than those who are tightening 
up on credit. 


Decision To Ease Credit 


The decision to ease credit stems primarily from 
the need to meet competition within the industry. 
For example, a heating and plumbing manufacturer, 
recently decided upon a more liberal policy: 


“We are only complying with conditions forced upon us 
by competitors in this line of endeavor. By that, I mean 
when we ship in advance of seasonal requirements, it is 
necessary to meet competition and extend datings to per- 
mit jobbers to have inventory available to effect sales and 
remit to us.” 


Looking to the months ahead, a manufacturer of 
industrial machinery “expects to liberalize credit 
shortly if predictions of extremely strong competition 
in our industry, oversaturation of the market, etc., 
prove true.” 


Dealers Short of Funds - 


Several companies point to the overextended posi- 
tion of their dealers when explaining a liberaliza- 
tion of their credit policy. A building materials and 
supply producer writes: 

“Most of our dealers and distributors have been han- 
dling a much larger volume of business than is warranted 
by their invested capital and, of course, most of them look 
to us for added terms in the way of frozen receivables, 
along with credit extension periods.” 


A major change in credit policy has been inaugu- 
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rated by an air-conditioning equipment manufacturer 
who writes: 


“In recent years, we have shipped goods into public 
warehouses, taking dealers’ notes with payment required 
when equipment was sold and removed from the ware- 
house. Final payment was due toward the end of the 
season regardless of whether the goods were sold or not. 
For 1954, this program was broadened so that our distrib- 
utors could obtain release of goods from the warehouse 
when shipped to their associate dealers. Our company 
took the notes of such dealers and applied them as credit 
against the accounts of distributors. In these transactions, 
title to the equipment passed to the dealer. However, the 
notes of the dealers are insured, with the distributor liable 
for any losses in excess of such insurance.” 


Liberalization, Not Loose Credit 


In shifting their credit policies to more liberal terms, 
executives add that they are careful to do this with- 
out departing from sound principles of granting 
credit. “Liberalization does not mean loose credit” 
is a reminder made by many. Typically, an industrial 
machinery manufacturer, who has liberalized credit, 
states: 


“Financial responsibilities of our customers who need 
and request credit will be more thoroughly reviewed than 
in the past seven years, and will probably lead to a reduc- 
tion of credit extended to potentially bad or poor credit 
risks.” 


Another company, a machine-tool manufacturer 
who has also liberalized credit, writes: 


“At the same time we are watching delinquent accounts 
much more closely than in the past to avoid being: bur- 
dened with a lot of uncollectable debts.” 


In general, increased credit will go to those accounts 
heretofore in good standing and not to undesirable 
credit risks. However, some companies are taking 
greater credit risks in order to attract business. For 
example, one food producer, whose credit restrictions 
“were slightly liberalized during 1953,” writes that 
they are now at a point “beyond which we will not 
go.” He adds that “credit limits were raised and ac- 
counts permitted credit which before liberalization 
might have been placed upon a cash basis.” 

And a foundry executive points out that his com- 
pany has experienced a moderate increase in past-due 
accounts, which was somewhat anticipated when it 
liberalized extension of credit. He hastened to re- 
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EC es Pea ern kee eA Net/30 
Electrical appliances and supplies 
Ree eR ee cane beara se ee RRR Ee Net/30 
‘aE ARES, than Sel “aetna A A Ri Ca ye Net/30 
“acy RR creat a test SOIR reine A art oni Net/30-I 
OSS « LORS ee. PR 1/10—Net/30 
Electric machinery 
Ay DEBS sarc Bag is Gin BAe TRIE] Seer PO Net/30 
Be) St, me Or ed, Oe Bae SN Net/30 
aC TESS. Sake ee SRS URE. ROW 2 Net/30 
PAS)  aarosk.< waakerse . daieredarmade lene’ 1/10 
Teun iGh) is sp. crash A. cpap 4 ORE. Aree Nails 2/10—Net/30 
st ALOU ES yc A le et de SiG Sm WaT A acy Net/30 
Engines and turbines 
Set ee eet a, eee re eC ee ‘Net/30a 
SL (Uecniesd, drastic 03; d0tieas eon Net/30 
FOV te «bebe pee A eh Net /45 
Food 
Wie, kee 2/10—Net/30-S 
BO AQ )E aes ORINAS FL IR Oe. , I Net/30-S 
Bs i ell en Sends Sa iene tien Ril We ime 1/10 
ae god ar Stes Ae Rey sel, Tynan aly Naa A Ri 2/10—Net/30 
eee Le ee NS/10—Net/30 
SCL). BRE chs BE Mats Lee Net/10 
g (2) eS ir Mah CE oF va Eee he eae y t/30 ) 
Biase a Nine era Acer eRe hat eae Sec Nea,'s. Sane ctivesiacc 2/15—Net/30 
Se UL) SET ASOT eee | AP ea, 2/15-P 
FT ae VS Ct 2/30 
Pi ae oa Nt RE ee Me A a 2 ai 2/30 


Product or Class of Industry Terms 


Foundries 
pe eh te RE ght Sune eee AES eA Aor 14/10—Net/30 
fe aa eR RI aise, | Net/10-P 
Rae A Re OnE a oied: Sim otedagh MEE tA 14/10—Net/30 
natch ee hee. fromm. Shee Schl Obrsynt At 14/10—Net/30 
MTL) EELS, SAPO diene tebe WEA, ee Net/10-P 
(aN ak 4.2 bahcwiiteg oe iebainacs aa Net/30 
Hardware 
LR URE ETRE. i EEA DPS SE Orc 6 cin Br 2/NS—Net/30b 
det ee A RG en Oy OE i ots 2/10-S-P 
ral pote acne fees: AEA D ec tots stele eka ei «eka 2/ 10-P—Net/ 30 
Heating and plumbing 
ee ee RR, Ee aes ee Te 2/10-P—Net/60 
STR) hs Ree TSA tere. ieee at cares Net /30-I—14/10-I 
Fin tory veces . ie. eke. - Seen ere c 
Mee, asc dh saite hs aera cee eee Net/30 
Bee cs, PORE ER SieKiEN’s REIT - TERROR PR oe d 
5 Ae er eC Mere. ue Je NS/15-P—Net/16 


Fs pave finest otk eee Net/30-I 
Machinery=.. ice Ree ae. 8. ee Net/30e 
Machinery parts? ise. ste «yack Steer “ans Net/30 
Senge: Mihi dle Neos, sonegae he daneaeglte ges x, 47 1/10—Net/30-SM 
Uninstalled machinery.................... Net/30 
Installed machinery...............----+++- f 
Industrial machinery—special 
Bae Oo Ae oR cao ee Ree eee ee en ae 1/15-Ig 
+ CL) Saas. . Sade Rs te ete ee 1/10-P 
ORES eee eee oe 1-SM 
Equipment. /.o.5:. <<< .<.« 365... Bisnis ee Net/15-S 
AEA so, $22 a. sence ees eee Net/25-P 
(A) Peas c , ceint ec emtens ccs he teete <i aT a Ce 
(2) 225 ORE Fa, caveasr suet aang 2/10-P—Net/30 
*s(1) sdkomaiet. Guineies ate Late Net/30 
(Q) iG o SMe a RSs a ees ae NS/10 
* 5-1) ccmeur tee Roece dere eis cnn Net/30 
bali C2 RE AR HR ot Sere oie a. melts h 
res Meee i i RRR PES eee Net/15-P 
*\595% business (1)? FRI ee 
% (2) invent dK OA es 
* Small bills GU 
$50,000 and over (2).............2.000: 
Instruments and controls 
pC CS Ory Ree Bee one re 2/10th of month follow- 
ing date of purchase 
Be (1). sett teoghh. Vala ee ee 2/10—Net/$0 
* 
"Xo. . datasets. hey. chiee Eerie Net/30 
Lenn ake, a eee ee a 1/10-I—Net/30-I 
ble @ 8 NPC oy Activ ictininhio Braids oe Net/30 
(2) cause er. s/n SPN RT RIC See RSE 1/10-S 
© (1) fer ee 8s eh acc oe Net/30-S 
(2), eOROS: oe ah See 2/10-S 
* CC) Sanh tees eth s a ae Net/30 
(Q) sch Rees ap « anal in beinihin 8, tymaclaay deal 2/SM. 
Alitomotive: fact twos a ein ae tiene 2/10—Net/S0 
Industrials}: 2:36... Gee ee co eee Net/20-P 
PTS SE oe es ee Net/30 
(ieee. ee ee fe ee NS/10-P 
* Customer Direct (1)................... Net/30 
Dealer (CAMS es anemeenn. coe 2/10-1 
eR TF ie Re Se a I Sea: re beh Net/30 
Nonferrous metals 
; PT ee een ee ee ee 144/10-S—Net/30-S 
0) Ferenc See MBecisce ca Net/30 
(2), vans cus oe ta sak cate cn ee oe ee ¥4/SM 
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SS SS SS eS a ae ae ee eee 


Product or Class of Industry Terms Product or Class of Customer Terms 
ee ee ee en ee Yr we A 
Paper * (1) Wholesale N 
Ne aD. Se eI RIaaR, eels et/10-P 
LL Aa TEPC EF 8 ERE G WRC AS ALOT 30-S (2a Retailepra) =. Ae -iatitter BR jOe ISS. 6. Net/30 
APNE WS MPS Be DE caste, susie donsn aa Orivevane icp Stecetnseusks et/217 b). Beater ot kize st aon. orriaeNet/ 30-60 
6 ogee RENE See RRA a Sah i aad as 2/30-S—Net/31 Chin ie Mee re sg He hes 
es aa Rar eee ero cays eects AOU I aINCL/ OL PC a a aes PAG! sh 
Distributors Gh ay en cereale 2/20—Net/21 dL) sera se Installment basis— 
, Direct customers (2)... aera 2 ee am le 12-15 months 
aor Bee rere ee Me thet. ae, Se eT, 2/10—Net/30 Rubber 
Q divisions Cl at eoste sens a3, texed arerant 2/10—Net/30 7M (1) ERR OT,. See SUN. VAN. Be Net/10-P 
BOSON ENA) Aa staph rsh ed: rquery opeets SOS -Net/60. 25. |. ee ate ee aN Oe aes er eee Net/20-P 
3 divisions (CRS ee ee RY pe ee Nee Net OMe emie 8 ee Ae ce hi Pc amene tices Net/25-P 
UOC TS Shy Gn cero ei apart lee adda Net/30—also time plan Steel 
APdivisionte(5)oses. Peek. Po elee nL. 2/10—E.0.M. 1 
Era ania yer Bei a Me bakit donk ics sous wea ale 14/10—Net/30 
Sipe Rae Sa ae lS rN tk a Rc Cee rae en nian aoa Oa oh Se 2/20th of month follow- 
Petroleum * 1 ne prurengee. g 
+ Wholesale accounts (1).....00.csecsee Net/10-P nati) inigtauins to. asanbiag de tacbal be meAlponte 
Betail.accounts. (Bye... vcs yo as 4s Net/D OE I Er EY ete Freel ASS 
Tene vant Son tas eG BT jar Net/ 15-30-P T til ‘ 
Petrol’ products aa sito. se 1/10 iat 
Se oa keto Net/10-P a Lessee ete eas heen steed eas 1/10—Net/60 
ye, POTS BEA ND Sitetyiives Net/30 (A)RET. Fee SR BIE rn coraey 2/10 on 10th of month 
ne aR ee I EONS : following —Net/30 
* Retail (1) Tre Misa loe Net/Receipt ot Bate POR SEE ASO OGRE eMC nO BOG 2/10—Net/60 
ment Miscellaneous metals 
Dealers (Gas and oil) (2)............... Net/D POQLYIL. AW GES RLS ah, SORA Meats tale 14/10 
Dealers (TBA) COMES i 2/10-P 3 (Dx eyrecee ce tceg:cgarabrsids ort: Ae nine cae re 44/SM 
Industrial (4) mee. tee 1, 10, (PMP relerevo voile o tovernioelaiene ont ol nile. elim ieee ehele) © evel ein suarelels Net/ 10-80-D 
man Wholesales(1)s..d: ise ey Sees 10th of month following] Large contracts...............-+.......55. Monthly estimates _ 
month of sale Smallereontractsiasc 4 cat. pc acne eee LU BER rasa is 
iCredit card !(2)/). soeeve eee seis sen ies gos bnss 15 days f ipt of completed, an 
@) ie tho a Brected works A055 G3 ARBOR GE Re 10% in 30 days 
Quarrying and mining Vessels BD SO Scns VOM AMOS Os MO recat e oh) Oy N et /: 30 
te ei el ee Se NS/15—Net/30 speltebnratel a Wi state (rie vsiists ate)" fc teusr's -aile\lsileisl ei /ee, slialrsl nislie 2/E.0.M.-S 
EL At ig PLOCLUGLUS ne sees esas ior igdheyeroys. oho ee 5/30—Net/60 Miscellaneous, nonmetal 
Finished products. . Lecce esses es -2/15—Net/30 Product croup; Ams fron.o ce eee ee 2/10—Net/60 
(CD) och ee ae ee eee ene 2/30 Broditct groups Bs, antici obec aes Net/30 
(Qicootse 32 Bee aaa aes Peale Net/30 iBrodtictigroup.@ acnn saci teen eo dee ere 1/10—Net/30 
(SNR ett Bae ON aE, ES Net/60 Product group G2 is-5) ase eas eee oe 2/10—Net/60 
oes ie: MaRS Be ae: cance te head eer Sy aty,, 3 Svat 8 k Distributors and dealers.) 62/5 dn Oe Glee 
Was eee, La ct A ee inne A iyi ait ee) 2/10-S—Net/30-S 
Railroad equipment canal (DE. dnsipenten seamen ag cea ere ens ames 2/10—Net/30 
iden So, SRS Be Oa ee aoe oe ee Net/30 (DARE A RAS, SLE, SER. SRE eaten: ee Net/30 
Sa od le ee a eRe ie ....4%/10—Net/30 pe ca hee EC ee one ee ae Pee oan 1/20-P—Net/30 
PMA rete Damen aete Fs ORL ef 2/10-S—Net/30-S ORE), - UG Werineat MEE! pte Rtn ners: on, Net/30 
vee (iL) a Seren. Rete enins appenn ghannies Saaget Loses 0 Net/30 SD re crete RA Pecan te a ints Boke 1/10-SM 
(2s and Saat ee $3 month payment, plan| *#) (1) sii sset «Gree rere, eboore 1-2/10—Net/30 
—90 days, no interest CAT Ashgate yo yr och eae Slee omnes 1-2/10-P 
(SEG ae Pe Sy. WI S.A LOmemnontiaeinstallment | yn 2; ac coon oe ates ome te iene 1/15-S—Net/30 
plan # ee I? AS BREE Dee 2/10—Net/30 
ABBREVIATIONS AND SYMBOLS 
Discount may apply to type of product or to class of cus- of product or class of customer, or combinations thereof. 
tomer. Often discount information is given not specifying type The following is an index to the classification of reported data. 
* Unidentified product NS Not specified gProvided there are no overdue items on the 
(1)— Class of customer E.0.M. End of month account 
(2) aOr 80% on shipment and 20% sixty days thereafter h85% covering material as shipped; balance within 
No asterisk—Type of product specified bAllowance for cheaper freight charges in lieu of ten tas after installation 
(1)— Class of customer prepaid freight 8 payments—80% of previous month’s 
(2)— ‘Proimo c75% on shipment and balance in thirty days work hati on the 10th and due the 20th 
d2% to 15th of following month, net thirty days ;Custi h il f 10th of 
a ken ate “ eae from oo date aes foliswitig saonth pal oe Berke tahoe 
D_ From date of delive ee date of acceptance 16th-31st 
SM 1-15th, payable on the 25th, 15th to end of % at time of shipment, 40% after com letion kRequire payment by 10th of month following 
month, payable on 10th proximo of Phod Mt and 10% thirty days after that date month goods are shipped, or consumed (consignment) 
mark that his company has experienced no change in prevent bad-debt losses. For example, a food manu- 
accounts with regular customers with approved facturer writes: 
ratings. “During the past year we have assumed a more con- 
CREDIT RESTRICTIONS servative policy with regard to credit in order to safeguard 
. . . AN: ¢ against a recession in the food lines due to more intensive 
While some AGE Nah os Soha the liberalizing credit to competition. The present situation does not warrant 
attract more business, others are tightening credit to more liberal policies, but greater caution.” 
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Two or three companies say credit has been restrict- 
ed “in the hope of eliminating marginal prospects.” 
A paper company has applied credit restrictions only 
to “specific industries which appear to be in trouble.” 


WHY NO CHANGE 


A few of the many companies that have not changed 
their credit policies have volunteered reasons for 
standing pat. A chemical company “discourages the 
use of special credit terms as a sales stimulus.” An 
instruments and controls manufacturer is very doubt- 
ful whether a change in credit terms would provide 
for an increased volume of business, owing to the 
nature of his product. A producer of industrial ma- 
chinery feels that “the handling of credit matters is 
a strong customer-relations factor” and “we continue 
servicing our customers on this basis generally, regard- 
less of the conditions of the time.” 

A liberal credit policy, backed by credit insurance, 
was cited by a few cooperators to explain their failure 
to institute changes in credit policies. For example, 


“As we carry credit insurance, we are generally disposed 
towards liberal arrangements with our customers so that 
our credit policy has not changed during the past year, nor 
do we expect it to change during the current year.” 


FOCUS ON ACCOUNTS RECEIVABLE 


Although changes in credit policies are restricted 
to a minority of the cooperating companies, over half 
of all participating companies have experienced some 
slowing up in collections and are thus focusing their 
attention on accounts receivable. In one out of five 
of these companies, past-due accounts are on the rise. 
However, the slow-up is generally described as “non- 
alarming,” “of negligible proportions,” “restricted to 
smaller accounts,” “somewhat seasonable in nature,” 
and “merely a gradual increase in delinquencies.” 

A few of the companies, reporting no change in their 
rate of collection, are apprehensive of indications that 
changes are occurring but have not yet significantly 
influenced the over-all rate of payment. For example, 
a chemical company writes: 


“Although over-all days’ sales outstanding and accounts 
receivable have not increased during the past six months, 
some formerly prompt concerns are currently taking more 
time to pay.” 


Likewise with a manufacturer of auto equipment: 


“We have a definite impression that collections presently 
are more difficult. Although upon analysis we find that 
while the number of past-due accounts on our books has 
increased, the total percentage ratio of money collected 
has remained fairly constant.” 


More Attention Needed 


Several of the companies which are experiencing 
collection slow-ups have reported attempts to “coun- 


teract these trends by increased collection efforts.” 
A building materials company indicates that “it re- 
quires considerable time and attention to maintain 
collections at respectable levels.” A nonmetal pro- 
ducer tells of his procedures to keep collections in line: 


“Where there is any indication of a downward trend in 
our customers’ position, we are paying even closer atten- 
tion to current information through the mercantile agen- 
cies. We are paying very particular attention to current 
information in situations where during the past several 
months we have experienced some difficulty in bringing 
about payment of our account. We continue to request 
a great many financial statements from our customers.” 


In one or two instances the increased attention to 
accounts receivable has begun to yield dividends in 
the form of improved collection rates. In the case 
of one chemical company which has given attention 
to the matter, past-due accounts are almost at an 
all-time low, although sales are at an all-time high. 


ROLE OF SALES DEPARTMENT 


In view of increasing competition, the sales depart- 
ment’s role in determining credit policy and credit 
extension is being reexamined. The prevailing prac- 
tice is summarized by a manufacturer of building ma- 
terials and supplies: 


“Our sales department makes no decisions in regard to 
credit policy or credit extension. There is, however a close 
working relationship between the credit department and 
the sales department, with the objective in mind of in- 
creased sales at a minimum of credit risk.” 


Some cooperators stated that this working rela- 
tionship “is never allowed to go beyond what would 
be dictated by ‘good’ business practices.” 

Seldom are there exceptions to this working ar- 
rangement. Only in a few instances will a company 
report that “the sales department has the principal 
authority in determining credit policy and credit 
extension.” It is almost as rare to give the sales de- 
partment no voice in the determination of credit 
policy. 


How Sales Helps 


The sales point of view is generally sought by 
credit departments on: 


e Changes in over-all credit policy 

e Changes in terms of sale 

e Marginal accounts 

¢ Collection problems 

e Credit information on new and prospective customers 


Cooperating executives invariably consult with 
their sales executives when formulating or revising 
credit policies and terms of sale. And the sales depart- 
ment frequently influences the company’s thinking 
on extending credit since salesmen are most closely 
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aware of the practices followed by competitors. Con- 
siderable weight is generally attributed to the sales 
department’s opinion when action is to be taken with 
respect to marginal accounts. 

Regarding collection problems, one company writes: 


“Sales department members are the ones upon whom we 
initially rely to speed up collections or investigate any 
delayed payments.” 


The sales department sometimes serves as a source 
of credit data on both new and prospective customers. 
It is often in a position to supply information not 
available to the credit department. For these reasons, 
a heating and plumbing company whose sales are 
handled through district managers scattered through- 
out the country takes the credit recommendations 
made by these managers. 

Several companies expect recommendations of the 
sales department to carry greater weight over the 
next few months, particularly should conditions be- 
come more competitive. A chemical producer is of 
the opinion that “there may be more occasions in 
1954 when credit risks will be weighed against possible 
profits from additional sales.” 


A Common Objective 


Cooperation between the sales and credit depart- 
ments is attributed to the fact that they have a 
common objective. This mutual goal is well described 
by a steel company treasurer: ; 


“We have at all times worked very closely with the sales 
department and I believe our views are similar in that we 
both are interested in promoting the greatest amount of 
sales with the least amount of credit loss.” 


Also a factor in making for smooth cooperation is 
the attitude of credit and sales personnel. It is the 
experience in most companies that there is no en- 
croachment on the part of one department into the 
field of the other. A chemical producer writes: 


“The sales department has a viewpoint that is no less 
conservative than the treasurer’s department, and there 
is never any difficulty in arriving at final decisions.” 


On the other hand, a textile manufacturer, in speak- 
ing of his credit personnel, writes: 


“The men in charge of direct credit operations in several 
of our divisions probably regard themselves as salesmen 
because they believe it is their responsibility to help pro- 
mote sales opportunities. . . They have been quite 
successful in doing this without carrying any large bad- 
debt losses.” 


As evidence of the close cooperation between his 
credit and sales departments, a food producer relates 
that credit personnel in his company are always in- 
vited to sales gatherings. This is the “real test” of a 
congenial working relationship. 
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When the sales department has no voice in credit 
matters, it may be because, as a manufacturer of mis- 
cellaneous nonmetals products states: 

“We believe that our salesmen’s relations with custom- 
ers are much better if they are completely apart from the 
credit picture.” 


TERMS OF SALE 


Cooperating companies report very few changes in 
sales terms. Frequently, terms have been in force for 
a period of years and are expected to remain un- 
changed over the foreseeable future. Current terms 
of reporting companies begin on page 140. 


G. CLarK THomepson 
Joun H. Watson, III 
Division of Business Practices 


BUSINESS FORECASTS 


Consumer Goods 


Walter E. Hoadley, economist, Armstrong Cork Com- 
pany, (in an address before the American Bankers Asso- 
ciation, February 8)—“. . . all of us must be prepared for 
‘spasmodic’ buying by the public this year. There will be 
intermittent periods of fairly rigid economy within families, 
following perhaps some news implying a threat to income, 
or an important expenditure. Business will be immediately 
affected. But so long as after-tax spending power continues 
at a high level, these same families will reenter the market 
and buy substantially, especially when offered attractive 
values. 


“Recent polls of consumer spending intentions in 1954 


indicate over-all buying will persist at or close to rates 
established in 1953.” 


Sales 


Wall Street Journal (March 10) —‘“Dr. Arthur F. Burns, 
chairman of President Eisenhower’s Council of Economic 
Advisers, declared here last night that business sales now 
are outrunning production. 


“In a speech painting an optimistic picture of the busi- 
ness outlook, the President’s top economist said business- 
men no longer are spending ‘substantial sums’ on additions 
to their inventories. With the reduction in inventory build- 
up and continued high sales, Dr. Burns argued, ‘a founda- 
tion is being laid for new economic advance.’. . . 


“Dr. Burns pointed to these additional signs to support 
his optimistic forecast: 


“Stock prices are considerably higher now than they were 
last July; commodity prices, on the average, have remained 
‘virtually unchanged’ since then; the privately held money 
supply is larger; business failures have declined in the past 
two or three months. 


“The volume of purchasing by consumers and by Gov- 
ernment is close to recent peak levels,” Dr. Burns declared. 


(Continued on page 157) 


100 Largest Manufacturing Corporations in 1952 


Arrayed by size of assets; dollar figures in millions 


Compa: Total Net Invested Sales! Income | Federal Income Divi- Number a a Employ- 
a ds | ta | est | | ES | eee | aS | ae ee | GES | eee 
1. Standard Oil Co. (New Jersey)....... 5,049.3 |3,598.3 | 4,062.7 | 4,050.8 | 654.0 | 134.0 | 520.0 | 256.9 | 269,474 | 120,000 | 670.2 
2. General Motors Corp................ 4,844.7 |2,729.1 |2,729.1 | 7,549.2 |1,423.7 | 865.0 | 558.7 | 362.0 | 488,827 | 458,680 | 2,020.5 
91). S Steel fie: S600. x3, 6 as ois 2,988.4 |2,136.1 | 2,197.1 |3,131.7 | 260.7 | 117.0 | 143.7] 103.5 | 280,334 | 294,263 | 1,322.1 
4. E. I. Du Pont de Nemours & Co..... 2,114.3 | 1,549.1 | 1,549.1 | 1,602.2 | 593.7 | 369.7 | 224.1] 171.8 | 142,744 | 90,884 | 450.0 
5. Socony Vacuum Oil Co............. 2,011.3 | 1,512.6 | 1,709.5 | 1,560.1} 222.1] 51.0 | 171.1] 65.2 |173,000 | 43,000] 234.0 
6. Standard Oil Co. (Indiana).......... 1,983.8 | 1,403.3 | 1,758.6 |1,592.1| 172.5] 52.6 | 120.0] 46.9 |117,600 | 51,440 | 294.7 
1, The Texts (07g... 1,786.1 | 1,846.6 | 1,572.9 |1,510.1| 218.5] $7.3 | 181.2] 982.5 |119,838 | 43,466 | 217.6 
S? Ford'Motor Comeeee ss. Ais oe. ae 1,757.8 | 1,828.5 | 1,828.5 n.a. n.a. n.d. n.d. n.a n.a. | 160,000 n.a 
9. General Electric Co................. 1,663.2 | 869.2 | 913.5 |2,987.5 | 435.1 | 266.0 | 169.2| 85.9 | 252,837 |216,800a| 949.2a 
Bi Gurl ere oh sass oes dine «teins 1,627.3 | 1,088.5 | 1,270.2 | 1,598.8 | 160.3| 18.4 | 141.8| 45.4] 41,083] 48,300 | 207.2 
11. Bethlehem Steel Corp............... 1,610.1 | 919.6 | 1,218.0 | 1,691.7 | 156.9| 66.0 | 90.9| 44.9 | 102,833 |153,357 | 658.5 
12. Standard Oil Co. of California....... .| 1,407.2 | 1,158.2 | 1,243.3 |1,015.3 | 204.0] 30.0 | 174.0] 86.0 | 109,749 | 34,753 | 171.7 
13. Westinghouse Electric Corp..........|1,195.3 | 672.1 | 946.0 | 1,454.3 | 167.7| 99.1 | 68.6| 933.2 | 108,627 |119,582 | 547.3 
14. International Harvester Co.......... 1,090.6 | 680.4 | 905.4 | 1,204.0 109.7 54.0 55.7 5.7 | 78,000 | 87,185 | 372.9 
Leslee Gepvite Cole... i.e 1,089.6 | 505.3 | 928.4] 900.9| 87.4| 38.1 | 49.3| 19.4]198,731| na.| na 
16. Union Carbide and Carbon Corp..... 1,072.2 | 614.8 | 854.8] 956.9] 218.4] 120.1 98.3 72.0 | 106,120 | 70,000 n.a 
Vi Cryler Copii Se POE 1,066.2 | 547.5 | 547.5 |2,601.0| 247.7| 169.0 | 78.7| 52.2] 94,000 |104.810 | 498.8 
18. Sinclair Oil Corp....--s........0.... 1,035.3 | 608.6] 853.0| 855.6| 103.5| 17.0 | 86.5| 931.7 |101,240| 93333] 114.1 
Tye <M slate abe ca eget 941.7| 596.5] 745.8|1,142.6| 146.5| 55.7 | 90.9] 40.4| 17,563] 33,683] 196.5 
20. Phillips Petroleum Co............... 922.9] 613.5| 794.3] 720.5] 91.8] 16.5 | 75.3] 34.8] 87,514] 22648| 118.7 
21. Aluminum Co. of America........... 865.6 | 386.9| 712.9| 577.8| 92.1] 48.6 | 48.5| 17.2| 14454| na.| 230.2 
22. Western Electric Co................. 810.4} 418.6 | 493.6 | 1,311.3 141.2 94.1 47.1 31.5 n.a. | 104,887 485 .8 
28. Anaconda Copper Mining Co......... 787.8 | 665.4) 725.4) 478.1 47.7 hay, 40.0 30.4 | 118,948 | 39,975 n.@. 
94. American Tobacco Co.......-....... 783.2 | 378.2| 621.8|1,065.7| 75.5] 41.4 | 34.1] 927.1] 82.958] 19,000| 160.3 
25. Dow Chemical Co.................. 768.9 | 320.7] 569.7| 430.4] 987.1] 51.2 | 35.9] 21.9cl 42.916] 22,000 | 113.5 
26. Republic Steel Corp................. 757.8 | 440.7] 606.4] 918.4] 86.9] 42.6 | 44.3] 25.3| 66,057] 69.411| $17.2 
27. Goodyear Tire and Rubber Co....... 720.6 | 299.1] 499.2]1,188.4| 91.3] 52.3 | 39.0] 15.3d| 46,723] 96,746 | 308.8 
28. Kennecott Copper Corp............. 703.5 | 600.6 | 600.6} 471.6} 140.7 54.6 86.2 64.9 | 88,668 | 26,898 na 
29. R. J. Reynolds Tobacco Co.......... 591.6 | 324.4| 454.4] 881.4] 90.0] 58.1 | 31.9] 92.7] 71,.267| 16095| na 
30. Firestone Tire & Rubber Co.....-..... 591.0| 277.6| 399.1| 965.4] 69.3] 26.3 | 43.1] 14.1] 17,580 | 88,003 | 933.2 
31. Jones & Laughlin Steel Corp. el ee 577.7 | 354.9| 499.6] 495.4] 13.6| -5.9f| 19.5] 19.6] 41313 | 43558] na. 
32. Eastman Kodak Co.. v.sesss--[ 661.2] 400.5] 400.5] 575.0] 121.3] 75.5 | 45.8| 30-19 78,305 | 52,800| 966.0 
38. International Paper Co.............. 547.4 | 400.0| 400.0] 631.4] 195.0| 72.9 | 52.1| 27.6 | 31.804| 35,346 | 140.8 
34. National Steel Corp................. 534.3 | 330.0| 385.0] 548.6] 79.6] 42.0 | 37.6] 92.0| 14077| 29,102 | 140.0 
35. Atlantic Refining Co........... 0... 525.8 | 379.2] 410.5] 602.9] 53.2| 12.7 | 40.5| 18.3| 34651 | 208388| 96.1 
Béuiiwit de Coskitrt Sesro4 tie). 516.3 | 298.7| 349.7 |2,592.6| 41.8| 19.1 | 9@.7| 11.8| 64996] 77.000 | 296 4 
ae Ct ee ee 496.3 | 232.2] 369.4 |2,184.0| 13.5] 6.38 7.1 1.5 | 34,108 | 67,000 | 258.8 
38. Liggett & Myers Tobacco Co......... 488.3 | 246.1] 361.1] 603.1] 44.3] 22.9 | 21.5] 21.0] 37,000| 10000] na 
39. Procter & Gamble Co............... 484.4 | 333.5| 364.0] 850.3] 981.2] 39.2 | 42.0] 95.2] 49,757] 15873| na. 
40. U. §. Rubber Co. . ......{ 482.0] 207.8] $10.6] 851.1| 82.6| 54.4 | 98.2] 15.8| s1103| 65745 | 969 4 
41. Youngstown Sheet & Tube Co........ 479.2} 306.8| 399.9] 434.2] 39.8] 16.9 | 92.9| 10.1| 15,963] 97109] na 
42. Allied Chemical & Dye Corp.......... 479.1 | 285.5| 335.5] 490.2] 80.4] 40.1 | 40.3| 96.61 27,850| 97800! 191-7 
43, Armco Steel Corp.............0-0 00. 466.0 | 295.5] 376.0] 518.6| 72.4] 41.0 | $1.3| 15.6] 50.694] e8339 | 144.6 
44. Radio Corp. of America............. 465.0 | 202.3] 382.3] 445.7] 67.3| 35.0 | 32.3| 17.0]181,605| 64000 | 249.0 
45. International Business Machines Corp.| 458.0} 201.0 | 376.0| 333.7| 78.5| 48.6 | 99.9| 12 9n| 199591 43'414|  n. 
46. National Dairy Products Corp........ 451.0] 285.3] 389.2]1,141.3| 69.6] 41.9 | 97.8| 19.3] 63,205] 44405] 190.6 
47. Distillers Corp—Seagrams Ltd... 445.2 | 295.1] 877.0] 741.8] 60.8] 98.5 | 37.8] 14.3] 123071] 10900 , 
48, American Can Co.........0..0000 02. 444.3 | 302.5] 873.5] 621.7| 51.9] 24.5 | 97.4] 17.4] 3858] 363501 169.6 
49. Union Oil Co. of California........... 440.2] 275.0] 398.2] 285.5] 31.8] 4.2] e7.6| 11.4] 42115] 87561 50.9 
50. Reynolds Metals Co................. 437.1| 93.4] 356.9| 934.7] 345] 19:7 | 14:7 1.73] 6,115 | 20,247 } 
BRE CI A a rearthey Aleph 482.2) 349.7] 360.1] 617.4] 56.7| 13.7 | 43.0] 70k 16488 | 24165 | 191.8 
See Dict Beds cw tp sets ute 482.1 | 285.5 | 354.2] 388.2] 63.4| 98.3 | 35.2] 15.2| 24900| 95047 | 117.2 
58. Schenley Industries, Inc............. 427.4| 230.9] 380.9| 496.5| 931] 110] 191 8.7 | 16,483 | 10,400 ; 
54. Pittsburgh Plate Glass Co........... 426.2] 254.6 | 328.5] 402.1] 69.9] 38.6 | 31.3| 18. ene 
8.1] 15,485 | 29,573 | 189.7 
55, Inland’ Steel Com oer eg 421.3] 232.7] 346.7] 458.0| 36.9] 13.2 | 938] 14.7| 165 
56. B. F. Goodrich Co.......... 2500 | 26,058 hin 110.1 
pei 420.7 | 201.4] 257.9] 624.1] 89.4] 57.1m| 32.4] 11.7] 16576 | 49939 
57. American Cyanamid Co.............. 419.8 | 287.7] 349.2] 368.4] 42.7/ 16.1 | 26.6] 17.8] 36822| 23000| wa 
68. Allis-Chalmers Manufacturing Co....] 399.5 | 204.3 274.8] 513.6] 66.0] 41.5 | 245] 12:1] 38138 | 702 7:3 
59. National Distillers Prod. Corp....... 998.9 | 257.4 | 974.1] 470.1], 90.@| 8.8 | 117| .12-7.| aeeost-31000 fe 
60. Singer Manufacturing Co............. $90.3 | 210.4 | 235.4] 324.9] 35.2] 16.7n| 18.5| 10.8] 6,211 750001 147.9 
Chiru OU Coe 381.3 | $01.9/ 830.2| 340.1} 38.8| 11.0 | 97.8| 12:8| se'ee9| ies | ce 
62. Monsanto Chemical Co..............| 378.2] 215.2| 312.3] 266.7] 42.9| 19.7 | 98:2| 135| oasis!” 7 4 
63. American Smelting & Refining Co....| 368.5| 276.6] 276.6| 476.2| 56.1| 24.5n| s1.6| 19'3| sees | 33 B00 [hae 
64. Continental Oil Co!................. 360.9) 277.9] $10.0] 397.2] 52.2] 14.2 | 938.1] 24.3] 29682] s's40| 43.6 
nt cee | es ite ce ike ee 
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EVEN new names appear among the companies 
making up the list of one-hundred largest manu- 
facturers in 1952—size being determined by 

assets.1 Among these are two aircraft producers and 
an aluminum producer. The seven companies dropped 
from the list represent a variety of industries, such as 
food, paper, glass, office machinery and equipment, 
gypsum, etc. 

Financial reports are not published by some large 
corporations. Campbell Soup Company, Hughes Tool 
Company, Lever Brothers Company, Eli Lilly & Com- 
pany, and Joseph Schlitz Brewing Company are ex- 

See The Business Record, April, 1953, for the 1951 ranking. 
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amples. It has been impossible, therefore, to consider 
these corporations in selecting the one-hundred larg- 
est manufacturing corporations. 

Assets of the corporations shown totaled $69.7 bil- 
lion in 1952. This is an increase of $5.0 billion from the 
1951 total. Over the same period, net worth rose 
by $3.1 billion. Invested capital, which is the sum 
of net worth and long-term debt, advanced by $5.4 
billion. As a percentage of invested capital, net 
worth came to 82.2% in 1952, which compares with 
85.2% in 1951. 

Sales of ninety-nine of these companies (Ford 
Motor Company did not report sales) totaled $79.4 


1 


99. 
00. 


100 Largest Manufacturing Corporations in 1952—Continued 


Arrayed by size of assets; dollar figures in millions 


Company Total Net Invested Sales! Income Federal Income Divi- Number Nuraber Employ- 
eit | cers! Tock ttadlecer alo tein Rebel ay ese mcet 

. Weyerhaeuser Timber Co............ 353.7 | 294.7 | 296.5 | 260.0 62.1 25.4 36.7 15.6 n.a. | 14,783 Tits) 
. Tide Water Associated Oil Co........ 341.5 293.7 293.7 429.0 39.3 Se 31.1 14.7 | 24,619 | 11,500 55.6 
. Celanese Corp. of America........... 340.4 206.8 305.6 166.7 US 8.1 9.2 17.9 | 40,097 | 14,523 59.2 
. Phelps Dodge Corp.......:......... 335.8 261.3 261.3 262.9 63.0 28.0 35.0 30.4 | 35,960 | 13,697 n.d. 
. General Foods Corp................. 330.7 200.0 256.4 701.1 52.1 27-3 24.8 14.2 | 64,850 | 21,299 89.2 
. Kaiser Aluminum & Chemical Corp..| 319.9 78.4 | 270.0 | 182.7 13.1 6.6 6.6 5.6q| 9,324 | 14,316 n.d. 
mContinental Can Co. 5..4.00.0 gece > 302.9 180.7 242 6 476.9 25.2 10.8 14.4 7.3 | 31,748 | 27,561 127.9 
ee ordemiCoss. File: WISls.. dae Hee. 301.8 177.0 239.8 768 .0 32.6 14.9 1 ewe 12.0 | 51,324 | 32,564 134.8 
. Standard Oil Co. (Ohio)............. 295.9 202 .6 239.5 301.6 Slee 13.58 ay fairy 10.5 | 29,195 | 11,326 55.7 
MOUUIPAY OW COMP cc esccste de see abet nes 293.9 189.4 269 .4 127.8 32.9 8.1 24.7 13.7 | 64,382 2,140 n.a 
. Caterpillar Tractor Co...........:... 284.4 152.5 205.6 477 .6 67.1 45.0 22-1 12.5 | 19,348 | 31,568 137.8 
MOMMNONC OME RE That eee coe 284.1 253.7 253.8 223 .2 54.3 14.9 39.4 19777 | "33,357 6,128 31.5 
. Burlington Mills Corp............... 276.6 174.7 240.5 320.3 15.2 6.6 8.6 8.4 | 19,209 n.d. n.a 
. American Viscose Corp.............. 270.6 233 . 4 933.4 235 .2 37.5 16.5 21.1 11.3 | 17,406 | 19,018 74.9 
mde. by Stevensi®, Co... 05 secs cae s ahs 20 267.3 189.3 200 1 387.1 17.6 8.6 970 Theis) 8,450 | 28,016 na 
;) Watser' Steel"Corp..... 2-0 .c+ 2 ase 266.5 100.3 240.3 134.5 18.8 Ff 9.1 3.9 | 26,895 8,445 38.2 
. United Aircraft Corp................ 265.8 142.3 142.3 668.1 51.4 33.6 17.8 7.6 | 36,208 | 50,705 221.9 
. Crown Zellerbach Corp.............. 263.7 185.8 222.6 252.8 44.3 22 .4n 21.9 10.1 | 17,204 | 12,916 59.0 
Bendix Aviation Corp............... 259.3 112.8 112.8 508.7 50.7 35.4 15.3 6.4 | 27,553 | 42,802 180.7 

. Mathieson Chemical Corp.’.......... 258.7 141.6 2201 147 .1¢ Q3 At 9.8¢ 13 . 6¢ 8.3¢| 28,000 | 14,000 n.a 
. Borg-Warner Corp.................. 258.0 172.5 172.5 353 .9 59.6 36.7 22.9 10.0 | 22,549 | 24,512 93.3 
BRO Ke yg LC Oo ctssnla epeacsciasstat onesie pa ienesat 252.5 211.4 223.3 206.4 37.9 9.9 28.0 32.6 3,934 4,712 n.a. 
e@oca-Cola;, Comoe niiisa tn sttlhse Stee « 250.7 172.1 173.2 245 .6 50.9 23.6 Q7.3 21.4 | 21,072 | 11,648 n.d. 
. Douglas Aircraft Co................. Q48 5 87.7 87.7 522.6 33.5 22.7 10.8 4.5 8,486 | 62,170 42.3 
. Philip Morris & Co................. 240.3 126.4 158.4 314.9 21.9 10.6 11.3 8.6 | 18,250 3,841 14.6 
. Richfield Oil Corp.................. 239.5 149.2 199.2 180.8 44.7 19.1 25.6 14.0 | 11,576 4,929 26.1 
. Wheeling Stee] Corp................ 237.8 147.0 202.0 178.3 18.4 GES 11.0 6.1} 12,038 | 15,544 ize 
PEDDEELY# COLD Neen tintets o etate sins sires 237.8 68.6 88.0 396.2 50.6 36.7 13.9 4.1 | 26,517 | 32,258 169.2 
. Nash-Kelvinator Corp..............- 230.1 123.6 143 .6 358 .4 25.4 12.8 12.6 8.7 | 44,399 | 21,126 94.8 
. Food Machinery & Chemical Corp....| 223.9 | 123.4 | 174.4 | 223.4 26.0 15.3 10.7 6.4] 14,818 | 11,987 n.d. 
mNational: Lead Coie ess ecssen te eee oes 223.9 154.3 154.3 358 .0 48 .4 25.3 23.1 16.9 | 28,103 | 14,318 n.a 
. Lockheed Aircraft Corp.............. 223.5 61.9 61.9 438.1 17.5 8.4 9.1 2.8u} 10,779 | 47,750 181.6 
. Colorado Fuel & Iron Corp.......... 215.4 103.0 165.0 248.8 22.6 14.6 8.0 3.9 | 14,268 | 22,215 89.8 
Mellman WING. « so. costae Mackseess es cha\Ssbatets Q13.7 182.5 137.5 330.4 23.1 13.3 9.9 6.6 | 32,266 | 20,000 | 10,000 
General American Transportation Corp.| 208.5 82.4 | 186.3 | 136.7 13.2 6.7 6.5 3.7 | 11,225 9,000 n.a 
CraneiCow. AL ee eee Ses 207 .6 158.2 178.2 319.3 15.2 5.3 9.9 5.8 | 20,408 | 21,272 88.6 


1The methods by which the companies report sales 
vary. They have been reported as any of the follow- 
ing: gross sales, net sales, gross operating income, sales 
and operating revenues, net billngs, income from 
manufacturing and service, etc. 


2After state and foreign income taxes, except in the 
cases of Singer Manufacturing Company, American 
Smelting and Refining Company, Standard Oil Com- 
pany (Ohio), Crown Zellerbach Corporation. 


3E. R. Squibb and Sons merged with Mathieson 
Chemical Corporation on October 1, 1952. 


alncludes the number of, and the amounts earned, 
by employees working on nucleonics projects operated 
for the United States Government. 


bExcludes $45.4 million stock dividend. 

cExcludes $18.4 million stock dividend. 

dExcludes $9.0 million stock dividend. 

oo income taxes for the current year of $3.1 
million were offset by a credit for previous years excess 
profits taxes of $8.9 million. 

gExcludes $33.1 million stock dividend. 

hExcludes $21.7 million stock dividend. 


Sources: Annual reports of the Companies and Moody’s Industrials. 


APRIL, 1954 


jExcludes $7.9 million stock dividend. 
kExcludes $38.9 million stock dividend. 
mlIncludes liability for renegotiation. 
nIncludes foreign income tax. 
gExcludes $5.1 million stock dividend. 
sIncludes state income tax. 
tIncludes results of E. R. Squibb properties from 


October 1, 1952 only. 


uExcludes $5.1 million stock dividend. 


n.a.Not available. 
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Totals for One Hundred Largest Companies in 1952 
Millions of dollars 


Item 1952 1951 
Total assets. ..ee te ee ee Boe eeakesie ane 69,694 .0 64,648 .3 
Nett writer erect sare cestisvetage eo sre nar 43,636 .7 40,585.5 
Invested: capital 0. qlee see. sb erent 53,087 .4 47,654 .9 
Saless 7s: Ae. 24 shee: . sth esas Sod 79,387 .2 75,902 .7 
Income before taxes.............-+05- 9,790.1 11,581.1 
Federal income taxes...............-- 4,623.9 6,238.3 
Income after taxes............02-0005 5,167.3 5,343.4 
BBY hia fo C250 |: en one FNS PRE yin? eee 2,834.1 2,796.2 


Note: Totals for sales, income before and after taxes, federal income taxes, and 
dividends exclude Ford Motor Company, for which no data are available. 


On October 1, 1952, E. R. Squibb and Mathieson Chemical core wor merged. 
Data for Squibb are not eeiadad in the 1951 totals. For 1952, the Squibb data are 
included in total assets, net worth, and invested capital. For the rest of the items 
shown, the results of Squibb’s operation are not included prior to October 1. 


Scurces: Annual reports; Moody’s Industrials; computed by Taz CoNFERENCE BoaRD 


billion in 1952, an increase of 4.6% over the previous 
year. There was a decrease in income before taxes of 


$1.8 billion. However, despite a decrease of similar 
magnitude in federal income taxes, corporations netted 
about $180 million less than they did in the previous 

ear. 
i Data for the number of stockholders, employees, or 
employment costs are lacking for many of the com- 
panies. The total for companies reporting in both 
years are: number of stockholders (ninety-three com- 
panies) 1952—5,502,312; 1951—5,255,836; number of 
employees (eighty-nine companies) 1952—4,294,506; 
1951—4,131,423; employment costs (sixty-seven com- 
panies) 1952—$16,144 million; 1951—$14,914 million. 

Subsequent issues of The Business Record will pre- 
sent similar lists for industries other than manufac- 
turing. 

Anita R. BecKERMAN 
Division of Business Economics 


FINANCIAL NOTES AND FOOTNOTES 


The Ides of March have come and gone. No sign of 
stringency was to be observed anywhere in the money 
market. The immediate cause was to be found in a 
somewhat unusual concatenation of circumstances, 
but, of course, the long-continued easy money policy 
of the Federal Reserve had set the stage well in 
advance. 

During the week ended March 17, the Federal Reserve 
banks as a matter of fact were able to reduce their hold- 
ings of bills by a round $100 million, and still leave free 
reserves at upwards of $840 million. Moreover, mem- 
ber banks reduced their indebtedness to the Reserve 
banks by nearly $150 million. 

The explanation is found in part in a rise of $312 
million in float and a decline of upwards of $100 mil- 
lion in currency in circulation. The net effect on the 
reserve position of member banks thus occasioned 
was obviously some $412 million, or a little more. In 
addition, the Treasury reduced its deposits at the 
Reserve banks by some $396 million. 

This definitely comfortable situation was attained de- 
spite a large last-minute increase in commercial, industrial 
and agricultural loans of the reporting member banks. 
These loans rose $458 million in the week of March 17 
after an increase in the previous week of $74 million. 

This bulge in borrowing is well ahead of that at the 
corresponding period in any postwar year. Presum- 
ably, it represents tax borrowing. The fact is that 


since the trend of other types of loans has for a good 
while past been steadily downward, the presumption is 
that tax borrowing was even larger than the figures reveal. 

At any rate, the more-than-seasonal decline in busi- 
ness loans was resumed in the following week, and 
loans are apparently still headed downward, with con- 
sumer credit still shrinking markedly. 

Free reserves were still large on March 24, when they 
totaled some $544 million, but positive action by the 
Federal Reserve was required to hold the figure this high. 
This intervention took the form of outright purchase 
of $50 million in bills, and an increase of $73 million 
in bills held under repurchase agreements. 

Had not currency in circulation again sharply dropped 
(this time by some $137 million), much larger intervention 
by the Reserve banks would have been required to main- 
tain free reserves at such a high figure. As was to be 
expected, float declined sharply as tax checks were 
collected. Equally to be foreseen was the substantial 
build-up (amounting to some $488 million) in Treas- 
ury deposits with the Reserve banks. Thanks to the 
action of the Reserve authorities, member banks were 
able to hold the increase in their indebtedness to the 
Reserve banks to a modest figure. 

The appearance of the annual report of the Board 
of Governors of the Federal Reserve System has 
drawn attention once more to the abrupt change in 
policy by the Board in the spring of last year, and to 
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the objectives of this about-face. The results of that 
change are quite apparent in some respects; in others, 
particularly in end results, the picture is not nearly 
so clear. 

It is instructive in any event to review certain of the 
developments of the past year or two as they have taken 
form in the financial statistics of the period. 


Of course, no one can say precisely what would 
have happened had no such change in policy occurred, 
and hence no one can determine exactly what the 
effects of the change have been. Yet here are some 
facts which are of more than passing interest: 


|. For about one year prior to May, 1953, free 
reserves were consistently negative. That is to say, 
borrowings of member banks exceeded their excess 
reserves. 


2. An abrupt change in this series followed immedi- 
ately upon the change in the credit policy of the 
Federal Reserve authorities last spring. On March 24, 
i954, excess reserves exceeded loans and discounts by 
some $544 million. 


3. From the end of March, 1952, to March, 1953, 
the loans and investments of weekly reporting member 
banks rose by $4.1 billion to $77.8 billion; from the 
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end of March last year to March 24 of this year, the 
increase was $1.4 billion to $79.2 billion. 


‘4. Commercial, industrial and agricultural loans of 
these banks rose $1.8 billion to $23.3 billion in the year 
ended with March, 1953; during the following twelve 
months they declined $500 million. 


5. Other loans, including particularly consumer loans, 
rose $1.6 billion during the year ended with March, 
1953; they rose alittle less than $200 million during 
the succeeding year. 

6. These banks held $32.0 billion in governments at 
the end of March, 1952; one year later they held $30.7 
billion, a decrease of $1.3 billion. H the end of March 


this year they had increased their holdings by around 

$1 billion. 

7. Money supply figures are always somewhat more 
tardy in making their appearance, but it is clear that 
growth in demand deposits and currency outside banks 
was somewhat greater in 1952 when a somewhat 
restrictive credit policy was in effect than in 1953 when 
for the larger part of the year the authorities were try- 
ing to enlarge the volume of outstanding credit. 

Thus it appears reasonable to conclude that, up to 
now, the chief concrete result in terms of an enlarged 
volume of credit is found in the larger holdings of 
governments by the banks.—F. W. J. 


FOOD PRICES FALL ONE PER CENT 


FTER a rather sharp rise in January, consumers’ 
prices changed little from January to Febru- 
ary, falling only 0.2%, according to Tur Con- 

FERENCE Boarp’s index for ten cities, (January, 
1939=100). The February index, at 182.5, is just 
0.2% below the all-time high reached in August, 1953, 
and again in January, 1954, when the index rose 0.9%. 
The upward movement of the housing and sundries 
indexes during the month was a little more than 
balanced by a drop in food prices. The purchasing 
value of the dollar in February was 54.8 cents. 


THE MONTH 


The only real decline among the component indexes 
was in food, which fell 1% from mid-January to mid- 
February. Lower prices were reported for pork, ham, 
eggs, carrots, cabbage, and lettuce. There were also 
fractional declines in round steak, butter, onions, mar- 
garine and shortening. Price advances were reported 
for bacon, macaroni, and coffee. 

Apparel, fuel, and housefurnishings remained steady 
over the month. Lower prices were reported for 
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men’s work clothing. The housing index, however, 
rose .7% during the one-month period, responding to 
rent increases in Detroit and Boston. Sundries also 
moved higher—by 0.4%. In some of the cities there 
were increases in costs of newspapers, personal care 
services, medical care, and public transportation. 


THE YEAR 


Retail prices have crept 2.9% higher, on the aver- 
age, since February, 1953. Although food went up 
0.3%, and apparel went down 0.3%, only one group 
(housefurnishings) showed any real decline (1.3%). 
The fuel index, however, was 0.9% higher in Febru- 
ary, 1954, than in the previous year. This included 
an increase of 4.5% in gas rates. The sundries index 
rose 6.9% over the year, and the housing index 7.6%. 

The food index, long a prime mover of the all-items 
index, has been notably steady since February, 1953. 
When each subgroup is looked at individually, how- 
ever, divergent movements are apparent. (See chart.) 
Prices for dairy products and eggs have remained al- 
most stationary for the year as a whole, moving up- 
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ward only 0.2%. Meats and fish rose 1.5%; cereals 
and baking products 3.7%. At the top of the scale, 
the miscellaneous group, comprised of items such as 
coffee and tea, fats and oils, and sugars, increased 
10.6%. This group, however, has only a relatively 
slight effect on the total food index. The only counter- 
balancing movement occurred in fruit and vegetables, 
which fell 8.3% over the year. Housefurnishings and 


apparel, although less important to the total index, 
also exhibited over-all stability during the last few 
years. 

In the past the greatest increases, by far, have 
occurred in food prices, which have risen 125.8% 
since January, 1939. Prices of housefurnishings have 
also advanced substantially since then (61.3%), and 
also clothing (47.7%). Much of the movement in 
these three indexes occurred just after World War II 
and during the early part of the Korean outbreak. 
The sundries index, advancing more slowly, now 
shows a greater rise (88.7%) than either housefur- 
nishings or clothing, having increased 5.3% since it 
rose above the level of the all-items index in April, 
1953. The housing index, which also rose more slowly 
than food, clothing, or housefurnishings, is 35.3% 
above January, 1939. The fuel index, rising gradually, 
now stands 49.2% above the earlier period. 

As to payrolls, total civilian employment rose by 
almost 300,000 over the month, from 59,753,000 in 
January to 60,051,000 in February. Most of the gain 
was in agriculture, with farm jobs totaling 5,697,000 
compared with 5,284,000 in January. The nonagricul- 
tural work force was estimated at 54,349,000, about 
120,000 below the previous month’s total. 

Unemployment rose by about 584,000 between 
January and February to reach a total of 3,671,000, 
according to preliminary estimates of the Bureau of 
the Census. 

The civilian labor force, which includes both em- 
ployed and unemployed, totaled 63,725,000, an in- 
crease of 885,000 since January. 


Ourve E. VaucHan 
Statistical Division 


Consumers’ Price Index for Ten United States Cities, and Purchasing Value of Dollar 
Index Numbers, January, 1939=100 


Clothing 


Weighted Fuel? 
Date eras of] Food | Housing! fusniehe Sundries ory 
— Men’s Women’s ings the Dollar 
1958 February........... 177.3 | 225.2 | 195.7 164.0 | 184.9 ’ 163.4] 1 
vO, 177.7 | 225.6 | 125.8 168.8 | 135.5 0 163.3 74 66°83 
PL RAN. BR ERE 177.6 | 223.9| 125.8 163.5 | 185.4 0 .4| 163.2] 179.2] 56.3 
MAY io css lero Sst 178.4 | 225.0] 199.1 163.9 | 135.8 ‘0 .4| 163.1] 179.3] 66.1 
Talg\ tocccot 179.7 | 228.6] 199.4 164.0 | 135.8 0 .4| 162.3] 179.5 | 55.6 
Duly Pen dare: 181.1 | 281.1] 130.8 163.6 | 185.4 0 .6| 162.4| 180.6] 65.2 
Augusto 00405 oo 182.7 | 931.8 | 190.5 168.6 | 135.8 0 1] 161.6| 186.2] 54.7 
September.......... 182.9 | 231.4] 190.9 164.1 | 135.5 0 1] 161.7] 186.2] 64.7 
October............. 181.6 | 226.3 | 132.8 163.7 | 135.8 0 1] 161.8 | 186.5] 55.1 
November.......... 181.5 | 225.8 | 183.1 163.5 | 135.9 0 1] 162.1] 186.6] 55.1 
December........... 181.2 | 224.0| 133.8 163.5 | 135.9 0 1| 161.7 | 187.4] 55.2 
Annual average...... 180.0 | 227.4 | 129.3 163.8 | 135.4 | 136.7 0 | 105.7 | 162.4 | 181.8| 65.6 
1954 January............ 182.9 | 228.1| 184.4] 147.7] 162.4] 185.4 | 199.1 .0{ 110.0] 161 
February........... 182.5 | 225.8 | 135.3| 147.7| 162.2] 135.5] 199.2 0 | 110.0 |" 161°8 188.7 tag 
Percentage Changes 
Jan., 1954 to Feb. pie 0.2 | -1.0 | +0.7 0 0. ldaekOsinlentO al 0 
> > . . . . 0 
Feb., 1953 to Feb., 1954... +2.91 +0.3| +7.6| -0.3 -1.1] 40.41 +0.9 0 | ngint bee talg ee 


1Rents surveyed quarterly in individual cities 


Includes electricity and gas 
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Industrial Production Business Sales 


140 51 
130 : 48 
120 45 
~~ 1952 1953 1954 = 1952 1953 1954 
Index Numbers, 1947-1949=100 Billions of dollars, seasonally adjusted 
SELECTED BUSINESS INDICATORS 


1954 Percentage Change 


Latest Month | Latest Month 
over over 
Month Ago Year Ago 


Item 


Februaryp January December February 


Production and Business Activity— 


Industrial production total (S)............. 1947-49 = 100 123 125 |r 126 134 -1.6 8.2 
Dimable zoods.(S):. se. aes obec cs Gls vce 1947-49 = 100 137 140 |r 142 155 —2.1 -11.6 
Nondurable OOUSEAGS Mee test. tae ares 1947-49 = 100 112 112 |r 112 118 0 se 
iviineralsaS) 44. tis. sviver. «oh. sth oe eo Pace 1947-49 = 100 114 /r 114 |r 112 116 0 = lr 

Consumer durables (GS) tae. ete. hc eee 1947-49 = 100 120 121 115 148 -0.8 -18.9 

Machine tools? SO AHORA OAR Pe MENRE RE rt 1945-47 = 100 $21.3 }r 319.4 301.4 354.5 +0.6 -9.4 

Construction contracts awarded, residential’|! million dollars 50.9 462 434 419 +10.2 +21.5 

Construction contracts awarded, other®. .... million dollars 712 690 866 603 +3.2 +18.1 

Retail sales CEL Oconee ae million dollars 18,820 |r 13,674 |r 13,932 14,514 +1.1 —4.8 

Retail inventories (S)4.................... million dollars n.a. 22,572 |r 22,661 21,518 —0.4 +4.9 

Department store sales (S)................ 1947-49 = 100 109 |r 107 112 112 +1.9 =2.7 

Department store inventories (S)4.......... 1947-49 = 100 n.a. 120 123 194 -2.4 -3.2 

Manufacturing sales (S)................... million dollars 23,600 |r 23,900 |r 24,126 24,724 -1.3 —4.5 

Manufacturing inventories (S)*............ million dollars 46,100 46,412 |r 46,722 44,581 -0.7 +3.4 

Manufacturing new orders (S)............. million dollars 21,800 |r 20,800 |r 22,026 24,513 +4.8 -11.1 

Manufacturing unfilled orders*............. million dollars 54,500 r -2.9 —28.4 

@arloadinzs, total’)... ) tan. se sss thousand cars 0.2 -9.8 

Carloadings, miscellaneous®................|] thousand cars 333 +3.7 -10.7 

Prices, Wages, Employment— 

Basic commodity prices®.................. 1947-49 = 100 =—0.1 -0.8 
Wholesale commodity prices, all........... 1947-49 = 100 -0.4 +0.8 
arn ee ert ce ie ae emia = Bieites 1947-49 = 100 +0.1 0 

Hndustrialeaes Miner. oes oa cues oh on. 1947-49 = 100 -0.2 +1.1 
Consumers’ price index.................. 1947-49 = 100 -0.2 +1.4 
Farm parity price ratio.................. 1910-14 =100 -1.1 -3.2 
Non-agricultural employment............. thousands -0.2 [payline 
irtemployMenbs. 8 <.cse% ae cpr 2 oss ce oes thousands +18.9 nades 
Factory employment.................... thousands =1.1 lat 
Average weekly hours worked, manuf’ing. . || number +0.3 -3.4 
Average hourly earnings, manufacturing. . .|| dollars -0.6 +2.9 
Personal income (S)?.....................|| billion dollars 0.7 +0.7 
Finance and Government— 

Bank debits, outside New York City®...... .|| million dollars 61,183 . —7.7 +2.2 

iIBusinesstloans’so. eee. 2, Jd eee wks cues million dollars 22,549 22,744 23,219 22,923 -0.9 -1.6 

Consumer instalment credit outstanding’... || million dollars n.a. 21,444 21,807 18,851 -1.7 +13.8 

Privately held money supply!.............. billion dollars 199.9 -0.7 +3.4 

Federal budget receipts................+-- million dollars n.a. +10.8f 

Federal budget expenditures.............-- million dollars n.@. -12.9T 

Defense expenditures...................: |} million dollars n.a. -0.8T 

Federal budget surplus or deficit, cumulative™!! million dollars bs ers 

S Adjusted for seasonal variation 5Average weekl: From July 1 to end of month indicated pPreliminary 

1Qutput of major consumer durables 6A verage of 22 daily spot market prices aJanuary, 1953 rRevised 

*Shipments 7Annual rate n.a.Not available ; 

837 eastern states 8338 centers *January and February 1954 based upon new sample; not directly comparable 
4End of month %Average of Wednesday figures to earlier data +Revised series; not comparable to data shown! previo 


Sources: Association of American Railroads; Bureau of Se aclde Economics; Bureau of Labor Statistics; Department of Commerce; F. W. Dodge Corp.; Federal Reserve; 
National Machine Tool Builders Association; Treasury Department; Taz ConFERENCE Boarp 
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BUSINESS AND THE POSTAL SERVICES 


Summary of a study, “Economics of Postal Services: Business 
Use,” prepared by The Conference Board at the request of the 
Senate Committee on Post Office and Civil Service 


Committee on Post Office and Civil Service, 
THe ConrerENcE Boarp recently made a 
factual study of the role and implications of postal 
services in the business sector of the American 
economy. The Board’s report on this study was sub- 
mitted directly to the Senate Committee for use in 
the survey of Post Office operations and policies which 
it has been conducting over the past year pursuant 
to Senate Resolution 49, 83rd Congress, Ist Session. 
In the belief that many of the findings of this study 
may be of interest and utility to its own Associates— 
many of whom rendered valuable assistance in the 
project—a summary of its major findings is repro- 
duced below. The full text of the 128-page, illustrated 
report, reproduction of which is not feasible here, has 
been published by the Government Printing office as 
a Senate Report. 
As it appears here, the summary of findings is taken 
practically verbatim from this document. Some of 


A T THE REQUEST of the United States Senate 


al 


Great variability in use exists, even within the 
same industry and size class of business firm, but in 
the aggregate virtually all firms use postal services 
in some manner... . 

Principal categories of ex- 
ceptions to a nationwide pic- 
ture of reliance upon postal 
services are small neighbor- 
hood-type firms and firms 
dealing in bulk commodities 
or intermediary products and 
selling to other firms which are usually few in number. 
Many of these firms, however, are indirectly depen- 
dent in that their customers rely upon postal serv- 
ECORI tunics 

Firms operating in broader markets and buying 
and selling materials to customers beyond the con- 
fines of a local area generally make greater use of the 
services. “Indispensable” is the adjective frequently 


Postal Rates and Postal Policy of the Post Office Department,” 
Senate Report No. 1086, 83rd Congress, 2nd Session (1954). 


Who in Business 


Uses Postal 
Services? 


the charts also appeared in the report, while others 
are based upon the new statistical data which were 
included in the fifty-three tables accompanying the 
report. 

Since it found lacking empirical data necessary to 
an understanding of the economic role of postal 
services, the Board’s study undertook, as one of its 
major objectives, the collection of basic data directly 
from business users of these services. Three parallel 
surveys, including a factual inquiry addressed to a 
broad cross section of American business enterprise 
and two additional series of detailed questions involv- 
ing business experience and opinion on postal services, 
constitute an effort to fill in some of these existing 
gaps. All told, replies to questionnaires were received 
from nearly 1,500 firms. 

In accordance with the Board’s traditional policy, 
its report to the committee offered no recommenda- 
tions and confined itself to findings of fact established 
during its study. These findings follow. 


14 


used, followed by “of vital importance” and “no ade- 
quate alternatives,” to characterize their use of postal 
services as a whole. 

e e e 


Amount of postal use primarily depends upon type 
of business and location. First-class is used widely, 
third-class somewhat less. Amount of second- and 
fourth-class use is closely linked to type of business 
and product. Use of postal 
service also appears to be re- 
lated to size of firm as ex- 
pressed in total receipts, the 
largest firms tending to ac- 
count for a quite substantial 
amount of mail use... . 

More than half the respondents to a nationwide 
survey indicate either no extensive use or that in- 
creases in rates have caused, or would cause, no sig- 
nificant change in conduct of their business or in use 
of postal services. Lack of suitable alternatives and 


How Much Does 


Business Use Them? 
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the relatively minor role of postal costs in business 
costs were the most frequent explanations. . . . 

Total postal expenditures of reporting firms range 
from $10 to well over $1 million each by several manu- 
facturers, retailers, and publishers. Among medium- 
and large-size firms (employing one hundred or more 
and reporting $1 million or more in total receipts), 
publishers had the largest average expenditures, well 
over $300,000 per year. At the other end of the range, 
contract construction firms reported an average of 
less than $2,000 per year. Firms in some utility, retail 
trade, and financial lines report over $50,000 per year 
on the average... 

Amount of use tends to be a poor criterion of 
the importance of postal services to a company. 
Many firms reporting no extensive use add that they 
nevertheless could not operate without the postal 
service... . 

Existing data indicate that business may account 
for as much as three fourths to four fifths of all postal 
revenues; and, on a piece-of-mail basis, business may 
originate or be responsible for half of all mail. These 
data, however, do not permit conclusive or firm 
estimates and involve many assumptions... . 

Data on postal use by individuals are similarly in- 
conclusive. One estimate indicates that each person 
on the average now spends about $2.24 for postage 
each year, twice the average pre-World War II outlay. 
The increase has not been so great as that in dispos- 
able personal income. 


Broadly viewed, the postal service performs a va- 
riety of vital economic functions which no statistical 
summary can adequately depict. They support and 
help maintain given levels of income and output 
and stand ready to aid in 
advances toward higher lev- 
cise. . 

Over the years, business 
has been in considerable part 
built around postal services. 
In many lines of activity, op- 
erations have been geared to far-reaching, low-cost 
postal and distribution services. In particular, their 
role in aiding in the final distribution of business 


Their Broad 


Economic Role 


Survey response provided new data on amount of 


use of postal services by firms in various industries, 
though not necessarily on use by firms not responding 


to the survey. Averages such as these charted here 
are sensitive to the inclusion or exclusion of larger 
firms. For publishers in particular, where postal out- 


lays of the larger firms are substantial, the resulting 


variability in the average can be great. (Data are based 


on replies to the follow-up questionnaire.) 
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products and communications to every household and 
every individual is of vast importance... . 

The economic role extends beyond the use of postal 
services made by business—the area to which this 
study has been confined—and influences the indi- 
vidual and collective lives and well-being of the whole 
nation. 


In the long run, the level of business activity ap- 
pears to exercise a predominant influence over the 
level of postal receipts, though no statistical evidence 
of causality either way is conclusive. Postal revenues 
and volume of use have 
often moved counter to the 
trend of business activity, but 
eventually come back into 
Hne.ncwee: 

Postal revenues and volume 
of use are less sensitive to 
cyclical movements and fluctuate less than do national 
income and output. They tend to level off with periods 
of stability in output and lag behind other indicators 
in downward phases of the business cycle. . . 

In recent years a change of $100 in national income 
has, on the average, been accompanied by a change 
in the same direction of about 20 cents in first-class 
mail revenue... . 

Variations in cyclical response exist between classes 
of mail. First-class appears the least sensitive to 


Business Activity and 


National Income 


Average Expenditures for Postal Services! 


$57,100 


FIRST CLASS MAIL 
HEAVY 


SECOND CLASS MAIL 


LIGHT 
MANUFACTURING 


THIRD CLASS MAIL 


FOURTH CLASS MAIL 


$1,200 Beep orge4 $20 
$ 2,900 


SERVICE,RETAIL & 
WHOLESALE TRADES 


ALL PUBLISHERS 


1By firms reporting $1 million to $10 million in total receipts 
from operations. Second-class postage for industries other 
than publishing is estimated. Components of average out- 
lays by publishers do not add to total due to unallocated 
component. 


Source: The Conference Board 
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business fluctuations, falling more slowly in down- 
turns and rising less rapidly in recovery phases. 
Fourth-class is similarly less volatile than national 
income, but is more sensitive to change than is first- 
Cass... . 

Close correspondence exists between variations in 
national income and Treasury receipts, the direction 
of change in both being the same, given a constant 
tax structure and constant rates. One estimate of 
the current relationship indicates that a decline of 
$10 billion in personal income in 1954 would cost the 
Treasury more than $1.5 billion in tax revenues from 
individuals. The effect of a decline in business activity 
upon corporate tax receipts should also be substantial 
and probably relatively greater than in the case of the 
personal income tax. 


The Post Office plays a basic role in the process 
of distribution of the nation’s output of goods and 
services. In promoting demand, many of its services 
are unique. Even in the physical movement of goods 
—for which possible alterna- 
tives exist for many business 
firms—extensive reliance is 
placed upon it... . 

Lack of sufficient, system- 
atic information on distribu- 
tion obstructs efforts to quan- 
tify the contribution made by postal services. Some 
initial data are provided by the surveys of this report; 
more are needed. 


Role in Distribution 


Advertising through the mails is an important 
segment of the total advertising effort. Media directly 
dependent upon the postal service for dissemination 
constitute about 30% of total advertising volume, 
measured by dollar expendi- 
tures. The proportion has 
been constant, not falling be- 
low 28% since 1935... . 

More than 70% of the re- 
plying firms in every size class 
advertise. Among the larger 
firms, which account for the bulk of business activity, 
the proportion of firms which advertise exceed 90% 
in initial questionnaire response. The use of direct- 
mail advertising reported by firms in the survey 
panel range from 40% of the smallest firms to 90% 
of the large firms. In every size class, somewhat 
smaller proportions of firms report use of newspaper 
advertising (30% to 60%). Trade or specialty maga- 
zine advertising is also used less than direct mail, 
according to the replies, with 25% to 75% of the firms 
employing this type of advertising. . . . 

The advertising portion, measured by weight of 


Use of Mails for 


Advertising 


Postal Prices in Perspective 
% change 
300 


CHANGES IN POSTAL RATES 
1939-1952 


167 


CHANGES IN PRICES 193 
PAID BY BUSINESS 


1939-1952 164 


3 = xs 20 
RATES ~ DAI Ly 
NA TIONAL ADVERTISING 
oO 
COMMERCIAL 
& /NOUST, 
RIAL £LECTRICITY RATES 


1939 


1952 
4 Change varied between 67% and 167% 
% Change varied between 41% and 122% 


Most prices paid by business firms rose more in 1939- 
1952 than did rates charged for postal services. De- 
pending upon the relative importance of postal use, 
the impact of rate changes on business costs varied 
widely between industries and even within industries. 
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the major category of second-class mail, has risen 
faster in recent years than the reading-matter portion, 
despite a rate structure favoring reading matter. In 
1952, total advertising weight was more than 100% 
larger than it was thirty years ago. Since 1946, the 
advertising portion has been greater than the reading- 
matter portion. 
e e e 


The long-term record is one of steadily rising 
growth in postal-service use at a rate faster than 
that of either national income or output. In the 
earlier decades of our history, postal revenue rose 
twice as fast as national out- 
put, which doubled. In re- 
cent years revenue has con- 
tinued to grow faster than 
production... . 

The postal service has also 
grown faster than has popu- 
lation, reflecting a marked increase in per capita as 
well as total use. With continued social and economic 
development have come ever greater use of the 
mails... . 

Growth has also occurred in another dimension; 
postal facilities and the variety of services performed 
have steadily expanded. Postal responsibilities have 
extended to new functions and to additional serv- 
ices... . 

Increasing use of postal services has continued de- 
spite development of competing services and new 
alternatives... . 

Postal revenue per capita in 1790 was one cent; 
in 1952 it amounted to more than $12 per person. In 
the past twelve years, per capita revenue has almost 
doubled. In 1790 there were seventy-five post offices 
and total receipts came to $38,000. Today, there 
are over 41,000 offices and revenues are nearly $3 
billion. More than one-half million persons now work 
for the Post Office Department. 


Growth of Postal 


Services 


Volume has grown apace with postal revenue in 
the three decades for which detailed volume data are 
available. First-class mail remains the major con- 
tributor to volume, though accounting for relatively 
less of total mail than it did 
thirty years ago... . 

Second- and third-class vol- 
ume have also grown sharply, 
with third-class alone ex- 
panding 70% since World 
War II in terms of number 
of pieces of mail. Second-class mail has declined 
somewhat in relative contribution; but nearly one 
in every four pieces of mail now handled is third-class 
compared with one in seven pieces thirty years 
BVO... 


Volume of Their Use 
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Fourth-class mail continues to account for the bulk 
of volume on a weight basis and, based on Cost Ascer- 
tainment Reports, has become a relatively more im- 
portant source of revenue. Its relative volume in 
number of pieces has not changed appreciably over 
the years. 


Data from business firms suggest that for most 
manufacturers postal costs are less than 1% of sell- 
ing, general, and administrative costs. For most pub- 
lishers the proportion is well above 1%. Other in- 
dustry groups fall in between 
these values. Within each 
broad industry group and size 
class, the range is very great. 
Many firms in every group 
report less than 1% of selling, 
general, and adminstrative 
costs were postal costs; and some in each group re- 
port more than 4%. A few firms report that postal 
costs are in excess of 20%. Differing accounting 
practices may explain some of the variation observed. 
The very great range in this ratio further emphasizes 
the substantial differences existing in the importance 
of postal costs to individual firms... . 

Many firms are influenced by postal costs in the 
conduct of business and in the use they make of mail 
services. Others tend to view postal costs in conjunc- 
tion with trends in other business costs and to make 
decisions based on costs in general. Practices vary, 
depending on the importance of postal costs and upon 
the availability and cost of alternatives to postal 
services... . 

Trends in postal costs for business firms vary from 
no change in the cost of first-class letter mail since 
1932 to a substantial increase paid by users of parcel 
post. On a relative basis, only business users of 
postal and post cards and fourth-class mail have had 
cost increases equal to or higher than the comparable 
rises in other business costs. Through 1952, business 
users of other first-class mail services and of second- 
and third-class mail had experienced increases con- 
siderably less than the average increases in their 
other general costs of doing business. 


Postal Costs in 


Business Costs 


More reporting firms regard a possible five-cent 
expedited, one-service and one-rate plan for nonlocal 
mail as potentially advanta- 
geous than regard it as poten- 
tially harmful. Those firms 
for which postal costs are 
small in comparison to sell- 
ing, general, and administra- 
tive costs and those which 
use small absolute amounts of first-class mail regard 
the plan as advantageous in larger proportion than do 


Expedited First-class 


Mail 


Average Revenue, Cost, and Weight of Mail 
CENTS RATIO SCALE OUNCES pees RATIO SCALE OUNCES 
FIRST CLASS MAIL THIRD CLASS MAIL 


<— REVENUE a ety RY 
me oi o----2 Se Fee 1.6 
100 Sea eta 3S 0.5 1.4 
0.4 _~ 
WEIGHT —> 20 1,0 
men WEIGHT clog 
<— REVENUE a 
0.6 


SECOND CLASS MAIL 10 


<— COST 


WEIGHT —> 


<— REVENUE si 1929 134 239 244 249 54 
ai e 
mene eit sche eo eee (FISCAL YEARS) ; 
Average revenue and cost are per pound; average weight 
is per piece 
Sources: Post Office Department; National Bureau of 
1929 34 139 "44 749 54 Economic Research; Census Bureau; The Conference 
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Per Capita Postal Revenues and Expenditures and the Nation’s Output 
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other groups. Among the users of large dollar 
amounts of first-class postage, slightly more firms 
evaluate the plan as harmful than as advanta- 
geous.... 

Nevertheless, when posed with the alternative of a 
one-cent increase in both first-class letter mail and 
air mail, roughly three out of eight firms in the 
initial response favor the one-cent increase plan, two 
out of eight prefer the one-service, one-rate plan, and 
about three out of eight fail to express a definite pref- 
erence... . 

A number of replies are apparently inconsistent, 
saying that the five-cent expedited service would be 
advantageous but also expressing a preference for 
the one-cent increase with present service. These re- 
plies emphasize that the answers to opinion questions 
are very sensitive to the particular way the questions 
are worded. This underlines the need for caution in 
relying on the results from attitude questions which 
do not have the benefit of interpretative supplemental 
questions. 


A high proportion of firms participating in the sur- 
vey estimate 90% or more of 
all billing is done through the 
mails. Smaller firms and those 
in retail and service trades 
tend to rely less upon billing 
through the mails than do 
other firms. 


Use in Collections 


No single pattern of response to postal rates is 
evident. Sensitivity to rate changes varies widely 
between industries, types of mail service used, and 
purposes of use. For those adversely affected, the 
most frequently indicated ef- 
fects on business practices in- 
clude a reduced volume of 
mail dispatched, a shift to 
nonpostal alternatives, and 
added costs passed on to 
customers... . 

For a broad area of the business economy, however, 
past rate changes appear to have caused only insig- 
nificant changes in business operations, particularly 
where no alternatives exist or where postal costs are 
relatively small compared with other costs. Many 
firms report use of postal services regardless of rates 
charged. Where postal use is viewed as marginal, as 
in some uses of direct-mail advertising, a reduced 
volume of use is reported... . 

In the aggregate, no uniform effect of rate increases 
on volume is readily apparent. Over the years, the 
direction and magnitude of effects have often differed 
radically, and cyclical and other influences frequently 
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obscure precise identification. Volume of use at times 
has declined sufficiently to offset the effect on revenue 
of higher rates; at other times, little volume reaction 
is apparent and a tendency to exhibit insensitivity to 
rate increases, on balance, appears to exist. 


Use of parcel post for shipping and receiving goods 
is widespread, but few reporting firms are solely de- 
pendent upon it. A considerable number of firms of 
all sizes report they do not and cannot use parcel 
post—usually because of the 
nature of their products. Re- 
liance upon this class of mail 
service does not tend to be 
so intense as upon other 
classes due to the alternatives 
available to many business 


Use of Parcel Post 


firms. . 

Many firms, especially in finance, manufacturing, 
and publishing, use no appreciable parcel post or 
other fourth-class services. Among the medium- and 
large-size firms, insignificant use of fourth-class on the 
average is reported in the initial questionnaire re- 
sponse by firms in mining, construction, transporta- 
tion, and utilities. Large service firms, wholesalers, 
retailers, light manufacturers, and publishers on the 
average report more than $10,000 per year. 


When asked to comment on the quality of mail 
services, many business executives express satisfac- 
tion. Others criticize slowness and unreliability of 
deliveries, especially within large metropolitan areas. 
Replies indicate that service 
over longer distances is some- 
times faster than between 
nearer locations. . . . 

The most frequent general 
topic discussed by responding 
firms concerns size and weight 
limitations upon parcel post. Adverse effects on use 
of this service are widely reported and increased costs 
and shifts to alternatives are the most common 
reactions. 


Quality of Service 


Appraised 


On a cost-ascertainment basis, steadily rising deficits 
have been regularly incurred by all classes except 
first-class, and, to a lesser ex- 
tent, fourth-class in recent 
years. Deficits tend to de- 
cline when volume falls off 
and to rise with increased use 
when no rate changes inter- 
vene. Average costs for first- 
class mail have moved upward and closer to average 
revenue. In the other major classes, average costs 


Balance Sheet on 


Mail Classes 
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have moved higher and widened the divergence 
from average revenue, except in fourth-class, where 
rate increases have produced an upward trend in 
revenues, and also in domestic air mail. 


The postal deficit incurred in nonmail services has 
trended upward also, but at the same time has become 
smaller relative to the total deficit. Rate increases 
and greater use have tripled 
revenue in three decades... . 

Postal employment, meas- 
ured in man-years, continues 
to move higher. Since 1938, 
the volume of mail handled 
has increased 92%, while em- 
ployment is 59% greater. On balance, 20% more 
mail per employee is bing handled than in 1938. 


Nonmail Services— 


Productivity 


Legends to charts on pages 154-155 


1. On a cost-ascertainment basis, average costs in 
all classes of mail have moved upward. Average rate in- 
creases, particularly for fourth-class but excepting first- 
class, have tended to raise average revenues; but costs 
still exceed receipts for all except first-class. 


2. Use of postal services has grown faster than 
population. Along with increased per capita use has 
also come steady expansion in postal facilities and in 
the variety of services performed. At the same time, 
deficits have been regularly incurred in recent years 
at a sharply rising rate. 


3. The long-term record is one of parallel growth in 
national output and use of postal services. In the 
earlier years, postal revenue rose twice as fast as out- 
put. Aided by rate increases, revenue has continued in 
recent years to outdistance output. 


4. The share of total postal services used by business 
varies widely between industries. Manufacturers ac- 
count for a substantial portion of total business use, 
but postal costs to the manufacturing firm tend to 
represent a small portion of its costs. Publishers account 
for a relatively smaller share of total use, but, compared 
to other publishers’ costs, postal charges are more 
important. 

The left chart is based on replies to the follow-up 
questionnaire while the right chart includes responses 
to both the initial and follow-up inquiries. While de- 
rived from data provided in replies from a represen- 
tative sample of firms, the proportions in both charts 
may differ from those for the entire business population. 
"Other" in the left-hand chart includes mining, contract 
construction, and transportation; in the right-hand 
chart it also includes wholesale trade, utilities, and 
finance. “Other'' industries’ expenditures on third- and 
fourth-class services were less than |/.% of total. 
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Foreign postal systems differ from our own in 
many respects, most notably in the degree to which 
over-all policies and operations are integrated with 
other communications services. Direct comparison of 
financial operating results of 
postal services is not entirely 
feasible due to this integra- 
tion. On the surface, postal 
operations abroad tend to 
produce small deficits both 
on an absolute and on a per 
capita basis than in this country... . 

First, second, and third-class postage rates are 
generally lower in this country, but fourth-class and 
special-service charges are higher than in most other 
nations. Service aspects, however, vary consider- 
ably between countries and rate comparisons cannot 
be precise. First-class mail is often transported by 
air abroad at surface rates, and delivery service tends 
to be more frequent... . 

With the exception of a single nation in each case, 
the per capita volume of mail used here is greater 
and has grown faster in recent years than it has 
abroad. A substantially larger volume of first-class 
mail is sent here, while, on a relative basis, combined 
second and third-class mail account for a larger share 
of total mail in some foreign countries. 


Postal Services 


Abroad 


Business Forecasts 


(Continued from page 143) 


“So, too, are the expenditures of business firms for new 
plant, machinery, and equipment.” 


Steel 


Iron Age (March 11)—“Some very level-headed steel 
people are still betting on a 75% to 80% ingot rate for the 
year. If they are right, 1954 production will be between 
90 and 100 million net tons. The industry has topped 
100 million tons only twice in history—1951 and 1953.” 


Automobiles 


George P. Hitchings, manager, economic analysis depart- 
ment, Ford Motor Co. (in a statement before the Joint 
Committee on the Economic Report, February 9)—“ . . . 
under favorable conditions of employment and incomes, it 
should be possible to sell at retail more than 5 million 
cars in 1954. Such a total would be close to the 5.3 million 
average retail sales during the period 1949-1953, each year 
of which was higher than any other year in automotive 
history. . . . There is every reason to expect that people 
now owning cars under five years of age will want to stay 
in this group as long as possible. While these large stocks of 
younger cars provided a large trade-in market for new cars, 
they can also act as a temporary deterrent to new-car buy- 


(Continued on page 171) 


SOFT GOODS IN THE MARKET 


ONTHLY sales of all retail stores reached a 
M cyclical peak of $14.5 billion (seasonally ad- 
justed) in July, 1953. Since then, they have 
fallen off fairly steadily, and in February of this year 
were down to $13.8 billion. 
The brunt of this reduction has been borne by 
dealers in durable goods, although retailers of non- 
durables have also experienced some slackening. 


Durables sales down 7.6%, nondurables 2.8%, and 
total sales down 4.5%: this is a capsule description of the 
behavior of consumer trade during seven months of re- 
cession. Where does it go from here? In particular, is 
there any evidence that past or prospective declines in 
hard goods are to be offset by strength in soft goods? 


Data on total retail sales, classified according to 
whether the sale was made in an outlet selling durable 
goods or nondurable goods, do not afford sharp de- 
lineation of trends in what are ordinarily thought of 
as hard and soft goods. The durable goods classifica- 
tion includes, as an important component, dealers 
in lumber, building materials and hardware—com- 
modities not usually considered hard goods for con- 
sumer end-use. 

Stores selling nondurables include gasoline stations, 
liquor and food stores, bars and restaurants and gro- 
ceries and butcher shops. Sales of these outlets for 
perishables should be excluded from the nondurables 
total to arrive at an approximation to the notion of 
“soft goods,” as the term would be used by a depart- 
ment store executive. In general, it is this narrow 
“soft goods” definition that is relevant to a discussion 
of a shift in demand from consumer durables to other 
consumer goods. 


The bulk of all soft goods, as defined, are sold by 
apparel stores and in establishments classified as gen- 
eral merchandise stores. However, firms in the gen- 
eral merchandise group sell large amounts of goods 
other than soft goods. With available data, the closest 
indication of trends in the sales of soft goods can be 
obtained by adding sales of apparel stores and soft 
goods departments in department stores to derive a 
total for soft goods sold in major outlets. This total 
constitutes only about one seventh of all sales of non- 
durables stores. 

For purposes of examining trends, a comparable 
series for sales of hard goods in major outlets would 
consist of sales of automotive dealers, furniture and 
appliance stores, and housefurnishings departments 


of department stores. The ratio of this total to sales 
in durables stores is nearly 75%. 


NOW AND IN 1949 


In the contraction of 1948-1949, the drop from Oc- 
tober to October in the volume of soft-goods sales 
in major outlets amounted to $211 million on a sea- 
sonally adjusted basis. The average monthly decline 
over the twelve months was thus something less than 
$20 million. From the early summer sales peak of 
1953 until January of this year, the average decline 
was about $17 million. Expressed in percentage terms 
the rapidity of decline has likewise been approxi- 
mately the same in the present recession as in the 
downswing of 1948-1949—an average of about 1.3% 
per month in each period. 

Monthly sales of hard goods in major outlets actu- 
ally rose in the period from October, 1948, to October, 
1949, by $366 million. Almost all this increase was 
owing to an 18.7% pickup in automotive sales. In the 
period from July, 1953, to January, 1954, seasonally 
adjusted hard-goods sales of major outlets declined 
by about $470 million, with all the decline attributable 
to a reduction in automotive sales volume of more 
than 16%. In both cycles, the behavior of car sales 
has determined the result for hard goods. And in 
both cycles it has been the behavior of hard goods 
which has determined the direction of the response 
of total retail sales to declines in income. 


CONSUMPTION PATTERN IN 1949 


Reference to consumption data reinforces the im- 
pression of strength exhibited by automobiles during 
the recession of 1948-1949. At seasonally adjusted 
annual rates, consumer outlays for cars and parts 
rose from $7.9 billion in the fourth quarter of 1948 
to $10.0 billion in the fourth quarter of 1949, while 
disposable income declined slightly. Automobile pur- 
chases accounted for nearly two thirds of the expan- 
sion in consumer spending within those four quarters. 
Outlays for cars were 4.4% of total personal consump- 
tion expenditures in the third and fourth quarters of 
1948, and 5.5% in the corresponding quarters of 
1949. At the same time that the share of consumer 
spending for automobiles was rising through 1948- 
1949, the share going for clothing and shoes was fall- 
ing, and by precisely the same amount. 

This shift in spending toward durables and away 
from soft goods is the contrary of what would be ex- 
pected on logical grounds, and reverses the experience 
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of the 1938 and 1929 recessions. It seems fair to con- 
clude that it would not have occurred in the absence 
of an accumulated unfilled demand for automobiles. 

In the present recession, the behavior of hard goods 
and soft goods has been relatively normal, in the 
sense that hard-goods sales have declined more rapidly 
than soft goods. Nevertheless, there has been no clear 
positive shift in the proportion of total spending go- 
ing to soft goods, and there has certainly been no 
rise in the dollar amount of spending for soft goods. 

In fact, expressed as shares of total spending, both 
hard goods and soft goods have declined. Within the 
goods category, shares of spending for food and such 
semi-essentials as gas and oil have thus far been the 
ones to rise. 


SECULAR TREND IN SOFT GOODS? 


Viewed as shares of total spending for goods and 
services, goods have declined, and services have risen. 
Between the second and fourth quarters of 1953, ex- 
penditures in the service category advanced at an 
annual rate of almost $6 billion, and the portion of 
total spending going for services increased from 
33.7% to 35.0%. Moreover, if the scope of discussion 
is widened somewhat to include all dispositions of in- 
come, it will be noted that the proportion of incomes 
spent for all goods and services has fallen, while the 
proportion of income saved has risen. In the second 
quarter of 1953, the saving rate was 6.9% of income; 
in the last half of 1953 and in early 1954, it ran at 
about 7.6% of income. 

Expectations of a resurgence of soft-goods business 
are partly based on the belief that since soft goods did 
not fare so well in 1953, sales must improve in 1954. 

It is true that purchasing power has been directed 
less and less toward apparel, the major part of the 
soft-goods category. In postwar years, the propor- 
tion of personal consumption expenditures on cloth- 
ing and shoes has fallen steadily from 12.7% and 
11.5% in 1946 and 1947, respectively, to an estimated 
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8.8% in 1953. This figure compares with 11.7% in 
1929 and more than 10% that prevailed generally 
through the depression decade of the Thirties. 

In particular, retail sales of apparel since the reces- 
sion of 1948-1949 have not advanced at the same 
rate as retail trade in general. Apparel volume in 
1952—its best year to date—was 12% above 1949, 
whereas total retail sales were 21% greater. In 
1953, apparel volume was down 4% from 1952, while 
total retail sales were up 4%. 

Expressed as a share of incomes, clothing purchases 
show symptoms of a long-term downward trend. Real 
civilian outlay per capita in 1953 was off more than 
one fifth from the level of 1945-1946. It was at about 
the level of 1929, whereas real per capita disposable 
income was almost half again as great as in that year. 
In the last four years, outlays for clothing and shoes 
have averaged 9.2% of disposable per capita income 
in real terms. This is the first time on record that the 
percentage has been less than ten in a peacetime year. 


A SOFT GOODS REPLACEMENT CYCLE 


Expectations that soft goods are in for a revival 
may depend also upon the belief that sales are char- 
acterized by replacement cycles having a period of 
two or three years. While there is evidence that a 
mild cycle of this period existed before 1940, there 
are no clear indications of cyclical turning points in 
the months since January, 1951. If a replacement 
cycle in soft-goods purchases is operating, it is un- 
certain what phase it is now in. 

The existence of a replacement cycle implies that 
there is some reason for a substantial proportion of 
the population to bunch purchases at a given time. 
The most obvious motive would lie in variations in 
income receipts. A replacement cycle would thus 
be set off by a spurt in income. If incomes continued 
upward, clothing sales would, other things equal, lag 
behind until the earlier purchases wore out. Then 
they would jump above the levels indicated by income 
movements. If incomes were falling off at the end 
of the useful life of the apparel previously obtained, 
a spurt in clothing sales might be registered indepen- 
dently of the downward movement of income. 

Within the past three years the only sales spurt 
which might have generated a replacement cycle was 
recorded in the final quarter of 1952, after the steel 
strike of that year, when sales rose 8% above those of 
the same quarter of 1951. A cycle in soft-goods pur- 
chases that might be occasioned by a variation of 
such small amplitude would be likely to be out- 
weighed by the movements of more potent income 
and trend factors. In any case, the next peak after 
the fourth quarter of 1952 would not come within the 
next several months. 

Puitip GOLDEN 


Division of Business Economics 


THREE PERSPECTIVES ON EMPLOYMENT 


INCE mid-1953, when production indicators be- 
S gan to turn down, the interest of businessmen 
and analysts has focused increasingly upon 
statistics of employment and unemployment. This 
interest has been twofold. 
By themselves, figures on the labor market provide 
a running guide to the actual course of business condi- 
tions. At the same time, changes in employment and 
unemployment affect the level and composition of per- 
sonal income and make the labor market an important 
determinant of future conditions in consumer goods 
industries. These industries account for roughly two 
thirds of total national output. For 1954, the labor 
market is thus both thermometer and barometer. 
The various statistics on employment and unem- 
ployment are difficult to reconcile and interpret. They 
are often ambiguous, and sometimes contradictory. 
(See box, page 170.) Woven together with care, how- 
ever, they yield a valuable description of the course of 
recession since mid-1953. 


Total employment (by Census count and concept) has 
fallen. In early February it stood at 60.1 million— 
about 900,000 under February, 1953. Unemployment 
has risen. Through December, the rise in unemployment 
was less rapid than the fall in employment: the labor 
force itself apparently contracted with the decline in 
employment, and contained 300,000 fewer persons at 
the year's end than in December, 1952, despite the 
growth in population. Unemployment continued to 
climb in 1954, sharply during January, modestly in Feb- 
ruary. Personal incomes were about $5 billion lower 
in January than at their mid-1953 peak. This mainly 
reflected declines in man-hours of factory employment. 
But incomes were still above the previous January. Re- 
tail sales, however, have shown moderately unfavorable 
comparisons with early-1953 figures. 


|. Production and Employment 


The most comprehensive figures on total employ- 
ment are those of the Census Bureau’s Monthly 
Report on the Labor Force. Month-to-month changes 
in this series are dominated by seasonal factors, but 
the trend of declining employment during 1953 can 
be traced out in a form roughly free of seasonal influ- 
ences by comparing each month’s employment with 
that in the corresponding month of 1952. (See chart.) 

Total employment began to level off after the first 


quarter of 1953. It then remained at or above year- 
earlier levels until September, when a minor decline 
appeared. The first pronounced drop came in Novem- 
ber, when total employment fell 300,000 below No- 
vember, 1952. 

Agricultural employment ran below 1952 levels all 
during last year. This was a continuation of a long- 
term downtrend in the number of farm workers that 
persisted even throughout the 1950-1953 expansion 
of total national output. As late as November, lower 
farm employment accounted for 40% of the year-to- 
year drop in total employment. 

By the end of the year, however, the decline in 
nonfarm employment was pronounced, and cutbacks 
among nonagricultural industries impressed them- 
selves forcibly upon employment totals. 

Within the nonfarm sector, contractions in em- 
ployment have been uneven from industry to in- 
dustry. BLS figures (see box for differences between 
Census and BLS employment estimates) place the 
high point of nonfarm employment in July of last 
year, corresponding to the peak of the industrial pro- 
duction index.1 Thereafter, employment tapered off. 
Between July, 1953, and February, 1954, the number 
of wage earners declined 1.3 million (on a seasonally 
adjusted basis). More than half this decline took 
place in the months beginning with November, when 
for the first time in 1953 the BLS nonfarm total (like 
the Census figure) fell below its year-earlier level. 

The decline in nonfarm employment has been cen- 
tered in manufacturing. Manufacturing employment 
turned down in July (while total nonfarm employ- 
ment was still rising), and in the following three 
months was almost entirely responsible for the total 
decline. From August through October, other non- 
farm industries either were relatively stable, or added 
jobholders. Together, the nonmanufacturing indus- 
tries expanded employment by more than 200,000 
during those three months, while manufacturing em- 
ployment fell more than 500,000. On balance, total 
nonagricultural employment (seasonally adjusted) 
declined 280,000 from its July peak. 

Although the initial downturn was concentrated in 
manufacturing, there has been some tendency for its 
effects to radiate outward to other nonagricultural 

‘ i 
in the second quarter of 1958 largely arve rom difrenens te 
concepts of employment. The steel strike in May-July of 1958 de- 
pressed the BLS employment figures and therefore exaggerated 
year-to-year comparisons during the same months of 1953. Census 


figures, which count persons as employed while they are on strike 
temporary layoff, were less affected. by the steel debs! es 
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industries. Employment in transportation and public 
utilities fell off in November, and has declined in each 
ensuing month. In four months, the number of jobs 
in these industries was reduced by 150,000. Employ- 
ment in mining was pointed downward throughout 
1952-1953 and has shown no sign of picking up. 

In contrast, employment in wholesale and retail 
trade has remained at an encouragingly high level. A 
new record for that time of the year was set in Janu- 
ary, and February was only slightly lower. Employ- 
ment levels in construction, service, finance, and gov- 
ernment have also held up, and compare favorably 
with both the beginning and middle of last year. (See 
chart.) 

Within the manufacturing sector, all industry groups 
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reported lower employment in February, 1954, than 
in mid-1953. The total contraction in manufacturing 
employment amounted to 1.2 million production 
workers, 880,000 in the durable goods industries (a 
decline of about 11%) and 360,000 in nondurable 
goods industries (a decline of 6%). 


CUTS IN HOURS CUSHION’ DECLINE 


In the early stages of the 1953 decline in output, 
cutbacks in manufacturing production had a rela- 
tively moderate impact upon employment. In the 
period July-October (the first three months of de- 
cline), aggregate weekly man-hours of production 
workers were cut back 31 million. Reduction in aver- 
age weekly hours accounted for fully 35% of this 
total. Retreat from an extended workweek (with 
its overtime and premium pay) served to cushion 
employment rolls against the full force of reduced 
output. In contrast, average hours were already at 
a low level in October, 1948. The slight reduction in 
hours during the first three months of recession then 
accounted for only 18% of the total decline in man- 
hours, and the impact upon employment was more 
immediate. (See table, page 163.) 


. . - Trade and Service Hold Steady 


Ge.) MANUFACTURING 


ee TRANSPORTATION 
& PUBLIC UTILITIES 


G22) SERVICE & FINANCE 


(o) 


GOVERNMENT 


(09) CONSTRUCTION 


MINING 


(2) 


Number of employees: July, 1953=100 
Sources: Bureau of Labor Statistics; Federal Reserve 


The Production-Employment-Payroll Equations: 


Falling hours x rising wage rates = stable weekly earnings 
Stable earnings x falling employment = lower payrolls 
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The reduction in hours since October has been less 
marked, and parallels that of the second three months 
of the 1948-1949 recession. Between October, 1953, 
and January, 1954, the reduction in hours accounted 
for 31% of the 30-million decline in production worker 
man-hours, while a drop in employment was responsi- 
ble for 69%. Between January and April, 1949, the 
reduction in hours accounted for 28% of the decline in 
aggregate man-hours, the employment drop for 72%. 

With eight innings in since June, 1953, a February 
box score on production and employment shows the 
following: manufacturing production off 10%; aggre- 
gate man-hours, down 12% (an indication that in- 
dustry has not been inattentive to matters of effi- 
ciency during these months); average weekly hours, 
down 3%; and employment, 9%. 

The effect of shortening the workweek since April 
of last year has been the equivalent of about 500,000 
factory jobs. This factor, together with adjustments 
that have occurred in the labor force (discussed in the 
following section) have been instrumental in retarding 
the growth of unemployment. 


TURN-AROUND IN TURNOVER RATES 


An early indication that manufacturing produc- 
tion and employment in the first part of 1953 were at 
levels which would not long be maintained was a pro- 
gressive shortening of the workweek. Between April 
and May, 1953, average weekly hours (seasonally ad- 
justed) of production workers declined from 41.2 to 
41.0. Average hours were further reduced to 40.8 in 
June and July, before the index of manufacturing 
production had turned down or appreciable layoffs 
had taken place. 

In July, for the first time in 1953, the hiring rate 
fell below the corresponding month of 1952. In 
August, the layoff rate rose above the previous year’s 
level, and the hiring rate fell more sharply below that 
of a year earlier. These trends continued into Septem- 


Manufacturing Output, Employment, and Hours, 
1953-1954 and 1948-1949 


1948-1949 Recession 


Current Period 


July Oct. Jan. Oct. Jan. April 
1953 1953 1954 1948 1949 1949 


Manufacturing output 
(1947-1949 =100)...... 1389 1384 126 104 100 96 


Production worker 
Employment (millions)..| 18.9 13.4 12.9} 12.7 12.2 11.7 
Average weekly hours....] 40.8 40.0 39.3 | 39.7 39.4 38.8 


Aggregate weekly man- 


hours (millions)....... 567 536 506 504 482 456 
Decline (millions)....... 31 30 22 26 
Due to cut in hours...... 35% 31% 18% 28% 
Due to reduction in em- 


ployment............. 65% 69% 82% 72% 


Note: All figures seasonally adjusted. Division of reduction between hours and 

employment computed by reconstructing two man-hour totals, consecutively holding 
factor constant and multiplying by the other. 

Sources: Federal Reserve; Bureau of Labor Statistics; Tam ConrzRENCEBOARD 
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ber, and the fact of a changing labor market did not 
escape the attention of factory workers. The quit 
rate fell to 3.1 per 100 employees in September and to 
2.1 in October, compared with 3.5 and 2.8 in the 
same months a year earlier. 


WEEKLY HOURS STABILIZED 


The downturn in average weekly hours was halted, 
at least temporarily, in February. For manufacturing 
industries as a whole, average hours increased 0.1, 
a modest rise but the only January-February rise of 
the postwar period. Average hours were unchanged in 
the durables goods industries. Sharply reduced work- 
week in the primary metals and transportation equip- 
ment groups (reflecting shutdowns in steel and auto- 
mobiles) were offset by lengthened workweeks in elec- 
trical machinery, lumber, and stone, clay and glass. 

The increase in the workweek among nondurable 
industries was marked (0.4 hour, compared with an 
average decline of 0.1 hour during 1947-1953). All 
nondurable groups, except leather, exceeded the post- 
war January-February trend, including a notable in- 
crease of 1.1 hours in apparel. 

It should be noted, however that in many instances, 
the increase in weekly hours was paralleled by re- 
duced employment. 


Il. Unemployment and Labor Force 


Among the more striking features -of the 1953 
labor market was a slow and grudging rise in unem- 
ployment at a time when employment was being cut 
back decisively. The Census Bureau estimated a de- 
cline of 1 million in total employment between Janu- 
ary, 1953, and January, 1954. Over the same twelve 
months, it reckoned the increase in unemployment at 
no more than half a million. Implied is a reduction 
in the labor force of more than a half-million persons, 
in the face of a growing population. 


Skepticism has greeted these Census figures, but, 
interestingly, little criticism has been directed at the 
validity of the figures as statistics. Most of the 
quarrel has been with Census concepts of employment 
and unemployment. It has been argued that the 
employment concept is too broad, including as it does 
persons who did any work, however little, during the 
survey week; who were on temporary layoff; or who 
were waiting to start a promised job. The unemploy- 
ment concept, on the other hand, has been attacked 
as too restricted, particularly in that it excludes per- 
sons who are not actively seeking work unless they 
volunteer the explanation that they do not think work 
is available. 


The Census figures are nevertheless revealing. With 
regard to the employment figure, the areas in which 
conceptual difficulties exist have not seriously influ- 


164 


enced the movement of the figure over the past nine 
months. Part-time employment and temporary lay- 
offs are both shown separately in the Monthly Report 
on the Labor Force. 
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. . . And Greater Participation by Women in the 
Labor Force Paralleled Expanding Job Opportunities 
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Bureau of the Census data on hours worked do 
not disclose any substantial rise in part-time em- 
ployment during 1953. The proportion of nonagricul- 
tural workers who put in thirty-four hours a week or 
less was not significantly larger in the latter months 
of 1953 than a year before.1 (Reduction in overtime 
did, however, shift workers from the more-than-forty- 
hour to the 35-40-hour class.) Similarly, the increase 
in the number of employees on temporary layoff is 
not sufficient to account for the slow rise of unemploy- 
ment in the third quarter of 1953. On the contrary, 
the adjustments of the labor force to decreasing job 
opportunities, which the Census figures imply, accord 
with both historical trends and postwar patterns of 
labor force participation. 


HISTORICAL TRENDS 


In the course of one generation (between 1920 and 
1950), United States civilian employment rose by 
about 16.5 million. During these years, 5 million addi- 
tional jobs were created in wholesale and retail trade 


1Most of the more than 8 million persons who were reported as 
working fewer than thirty-five hours a week during 1952-1953 did 
so by choice, according to Census reports. Results of a special 
survey just released reveal, however, that 1.25 million nonfarm em- 
ployees who normally work full time at their jobs were working part 
time in December, 1953, compared with only 700,000 in November, 
1952. 
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and 3.5 million in other service industries, doubling 
the volume of employment in these categories. The 
number of workers increased by 4.5 million in manu- 
facturing and by 3.3 million in government; agricul- 
tural and mining employment was reduced. 

Out of this changing pattern in the demand for 
labor came vastly expanded employment opportu- 
nities for women. As custom and legislation lowered 
the rate of participation in the labor force of both the 
very young and old men, women between the ages of 
twenty-five and sixty-four entered increasingly into 
the labor market. (See chart.) 

Within the labor force, there is traditionally a large 
nucleus of workers—the “hard core’—whose number 
is largely determined by the size and composition of 
the population and which does not fluctuate appreci- 
ably in the short run. These are men from twenty-five 
to sixty-four years old and some percentage of the 
women in the same age bracket. The rest of the labor 
force can be considered as consisting of fringe groups 
whose participation is less constant than that of the 
hard core, and is subject to considerable fluctuation 
in the short run. The movement of women in and out 
of the labor force—induced by employment opportu- 
nities or compelled by economic necessity—is an im- 
portant factor in both seasonal and cyclical labor 
force movements. 


THE 1948-1949 EXPERIENCE 


By October, 1948, postwar adjustments in the size 
and composition of the labor force were about com- 
plete. Over the preceding five years, the civilian labor 
force had expanded some 8.7 million. Despite the in- 
crease in population, however, there were but few 
more women at work or seeking work in October, 1948, 
than in October, 1943, when war conditions had pro- 
duced a sharp rise in the proportion of women at 
work. The rate of participation of women in the 
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labor force had declined from 34.2% in 1943 to 32.4% 
in 1948, while that of men had increased from 82.8% 
to 84.1%. The bulk of the postwar expansion in the 
labor force consisted of men, mostly veterans, be- 
tween the ages of twenty and forty-four. 

The contraction in nonagricultural employment, 
which began in September, 1948, thus hit a labor force 
which had returned to something like normalcy, after 
its wartime distortion. As a result, layoffs tended 
to result directly in unemployment—that is, with 
the disappearance of fringe employees, layoffs struck 
workers in the hard core of employment who stayed 
in the labor force, looked for other work and were 
consequently reported as unemployed. From August, 
1948, to May, 1949—from peak to trough in non- 
farm employment—the labor force contracted by 
only 1.2 million, a seasonal decline exactly matching 
that of the same months of 1947-1948. Unemploy- 
ment meanwhile rose 1.3 million—1 million more 
than in the year before. 

This abrupt increase in unemployment represented 
the direct impact of the reduction in the number of 
jobs upon a labor force unwilling to forgo employ- 
ment in any significant numbers. Since the volume of 
employment had not been significantly supported by 
shortened hours of work, the relatively mild inventory 
adjustment was attended by a substantial decline in 
employment and an equally substantial rise in unem- 
ployment. 


KOREAN EXPANSION 


Under the impetus of Korean hostilities and indus- 
trial mobilization, total employment increased 3.5 
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The Old and New Surveys 


In January, the Census Bureau released the results 
of a new population sample. These showed employ- 
ment at the same level as in the old sample, but un- 
employment and, therefore, the labor force, was 
800,000 higher. The new sample, like the old, was 
based upon 25,000 households, but the new sample was 
distributed among 230 instead of sixty-eight areas 
across the country. The wider geographic coverage 
of the new sample was designed to pick up pockets of 
unemployment which the more limited coverage of 
the old sample might miss. 


The results, however, indicate that the differences 
were owing neither to sample design nor sampling 
error. The closeness of the two January employment 
estimates (59.8 million for both) and divergence of 
unemployment (2.4 million vs. 3.1 million) and labor 
force (62.1 million vs. 62.8 million) suggest a combina- 
tion of interviewer bias and response error. It seems 
likely that newly trained interviewers were impressed 
with the importance of accurately identifying unem- 
ployment during this period of recession, and probed 
more actively into the status of persons who were not 
at work than did holdover interviewers in the old sam- 
ple areas. They were thus more likely to get the 
answer that a respondent out of work was really look- 
ing for work. And in the new households being con- 
tacted, the housewife (who so often answers for her 
family) may have been inclined to stress that she and 
various members of her family were looking for work, 
not knowing what government largess might come their 
way as a result of her reply. 


The Census Bureau had planned to drop the old 
sample when the new was introduced. However, the 
large discrepancy raised doubts as to the validity of 
the as yet untested sample design, and it was decided 
to continue both until proper evaluation was possible. 
This meant sending supervisors back into the old 
sample areas and reconstituting the staff of inter- 
viewers. The February results were even more dis- 
turbing. Again, the two employment estimates matched 
very closely. But the old sample showed unemploy- 
ment up more than a million from January, while the 
new sample showed unemployment up about 600,000. 
The estimates of the new sample were released as 
“official” and the old sample abandoned, its contin- 
uity with the past apparently destroyed. 

Until there is sufficient experience with the new 
sample to permit meaningful interpretation of its 
unemployment and labor-force estimates, the Monthly 
Report on the Labor Force will not throw much light 
on either month-to-month changes or comparisons 
with earlier years. Meanwhile, the employment ana- 
lyst is left with recourse to unemployment insurance 
data and to the MRLF for the earlier months before 
continuity in the figures was broken. 


million between January, 1950, and the beginning of 
1953. The increase in employment was accomplished 


through a reduction of 2.5 million in the number of 
unemployed, and an increase of 1 million in the labor 
force. Within the labor force the number of men 
seventeen to twenty-four years of age fell 1.5 million, 
as they were recruited into the armed forces or re- 
mained outside the labor force in anticipation of 
military service. There were some increases in the 
older-age brackets. On balance, the total number 
of men working or seeking work declined 400,000. 

Offsetting the decline in male members of the labor 
force was an increase of 1.4 million in the number of 
women.! Most of these were thirty-five years of age 
or over. 


THE PRESENT PERIOD 


At the beginning of 1953, unemployment stood at 
the unusually low figure of 1.9 million. Among the 
60.5-million employed, a large number were recent 
additions to the labor force, attracted by the readily 
available jobs vacated by the young men entering 
service. As declining employment brought the Janu- 
ary, 1954, total a million below that of January, 1953, 
departures from the labor force amounted to more 
than one-half million. The number of men increased 


1Jt is likely that the number of women who actually participate 
in the labor force over any period of time appreciably exceeds the 
number of women in the labor force at any moment in time, since 
movement in and out of the labor force by women is considerable. 
In 1952, for example, 24.8 million women were in the labor force 
at one time or another, although the maximum number for any 
month was 20.4 million in November. Of the 24.8 million women, 
9.6 million worked full time the year round; 4.5 million worked full 
time some time during the year; and 10.7 million were part-time or 
intermittent workers. 
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in accord with population growth, but the num- 
ber of women decreased sharply. Together with the 
decline in hours worked, the effect of the readjust- 
ment in the size and composition of the labor force 
was to restrain the increase in unemployment during 
the early months of the recession. 


By October, however, it had become unlikely that 
reductions in the hours of work or contraction of the 
labor force would continue to protect the level of un- 
employment against the impact of further cutbacks in 
manufacturing and increasing layoffs in other indus- 
tries. Average weekly hours were down to 40.3 (40.0 
on a seasonally adjusted basis) from 41.1 in October, 
1952. These declines reflected reductions of 1.2 hours 
in durable manufacturing and 0.9 hour in nondurable 
manufacturing. 

Between October and February, employment, as 
measured by the old Census series (see box, page 166) 
without adjustment for seasonal influences, fell by 
2.2 million; the Census unemployment figure rose by 
2.2 million. Unemployment insurance claims, which 
were at a minimum as late as October (under 750,- 
000) rose significantly in November and December 
and even more sharply in January (to over 2 million 
at the end of the month). However, continuing 
claims have fluctuated within the narrow range of 
2.1 million to 2.2 million (about 6% of all covered 
employment) between the last week in January and 
mid-March. The cushioning effects of falling hours 
and withdrawals from the labor force have evidently 
been largely exhausted. 

The course of employment over the next several 
months is certainly open to question, but it is highly 
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probable that if appropriate adjustment is made for 
seasonal factors, changes in employment will now be 
reflected in roughly equal but opposite changes in 
the number seeking work. 


Ill. Incomes and Spending 


In analyzing the direct impact of changes in em- 
ployment on personal income, and their indirect im- 
pact on spending, it is important to distinguish be- 
tween types of income. Labor income is a relatively 
volatile statistic, although it does contain elements 
of comparative stability, such as wages and salaries 
received by government employees. Property incomes 
—including nonfarm proprietors’ income, rents, divi- 
dends, and personal interest—are, historically, more 
stable. 

Within the total of labor income, the component 
that changes most rapidly, both upward and down- 
ward and particularly in the early stages of move- 
ment, is the wage and salary payments of the 
four commodity-producing industries—manufacturing, 
construction, mining, and agriculture. Of these four 
subcomponents, manufacturing wages and salaries are 
by far the most important element, accounting for 
four fifths of the total. 


FACTORY PAYROLLS: PRIME MOVER 


The volatility of manufacturing payrolls is owing 
in part to the fact that the process of inventory ac- 
cumulation and liquidation, which plays a dominant 
role in minor business-cycle movements, is localized 
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in manufacturing activity. In a period of rapid in- 
ventory build-up or decline, one would expect to find 
the bulk of income effects appearing in manufacturing 
wages and salaries. More precisely, one would tend 
to look for them in manufacturmg wage payments, 
since salary disbursements tend to be relatively stable 
in the short run. 

Manufacturing wages and salaries loom large in the 
payrolls of commodity-producing industries, but they 
represent only a quarter of total personal incomes 
(see chart). A larger and more stable part of per- 
sonal income is paid as wages and salaries by the dis- 
tributive and service industries and by government. 
The entire subtotal of wage and salary payments in 
commodity-producing industries is less than the total 
of such payments in distributive and service indus- 
tries, and government. 

But of the $7-billion increase in incomes! from 
January to July, 1953, over half occurred in wages 
and salaries of commodity-producing industries, and 
over 40% in wage and salary payments of manufac- 
turing alone. (The only decline in this period of gen- 
eral advance took place in farm proprietors’ incomes.) 

Since July, while business activity has been coast- 
ing downward as a result of a pronounced reversal of 


1Monthly data on income and spending are expressed throughout 
at annual rates, seasonally adjusted. 
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inventory policy, personal income has subsided from 
$287.5 billion to $282.5 billion. In this period, the 
drop in manufacturing payrolls has been as great 
as the total drop in all incomes. Components of per- 
sonal income, other than manufacturing payrolls, have 
generally held steady, including even farm incomes. 
Generation of labor income outside manufacturing 
has been practically unchanged from July. 


The 1953-1954 drop in incomes is thus centered in 
manufacturing payrolls. However, in the seven 
months ended in January, all the changes in manu- 
facturing wage and salary payments occurred in the 
wage component, and none of it in the salary com- 
ponent. The slight decline in salaried employment 
in the second half of 1953 was about offset by a con- 
tinued modest increase in salary rates. 


The wage component itself has been affected, in 
varying degrees, by changes in (1) employment; (2) 
hours worked; (3) hourly earnings; and (4) a shift 
in the proportions of employment from durable goods 
industries, with relatively high wage rates, to non- 
durable goods industries. Eight tenths of the $4.7- 
billion decline in manufacturing wages from July, 
1953, to January, 1954, can be attributed to reduced 
employment. (See chart.) This was the major factor 
in the drop in incomes, and one which might have 
been expected to evoke rather immediate and direct 
response in spending decisions (see below). 

Another major factor accounting for the decline in 
manufacturing payrolls was the reduction in hours 
worked. By itself, this factor would have accounted 
for almost 40% of the total decline had it not been 
offset by a rise in wage rates, which tended to cushion 
the fall in average weekly earnings. (Continued in- 
creases in straight-time wage rates were in turn par- 
tially offset by the decline in premium and overtime 
pay as hours fell.) 

The shift in the proportions of employment between 
durable and nondurable goods industries did not 
result in any perceptible decline in payrolls, at least 
in the second half of 1953. Since this shift has been 
stressed by some analysts, the hypothetical effect of 
an extreme shift on total payrolls is worth examin- 
ing. If all the decline in employment had taken place 
in the durable goods industries and employment in 
nondurables had been unchanged, with no changes 
in average weekly earnings other than those that 
had in fact occurred within the two groups, then the 
shift in composition would have contributed only 
$300 million to the payroll decline, compared with 
the actual contribution of $100 million. 

The impact of changes in employment, hours, and 
earnings upon manufacturing payrolls fulfilled a pat- 
tern to be expected in the early stages of an inven- 
tory cycle. In a later stage, it would be reasonable to 


_ The $1.1-billion decline (shown on the chart) in other labor 
Income received reflects in part deductions for increased social 
security tax payments in January. 
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expect that more of the decline in incomes would be 
due to reduced employment, and less to falling hours. 


THE 1948-1949 RECESSION 


Comparison of the behavior of incomes in the cur- 
rent period with their behavior in the 1948-1949 in- 
ventory cycle reveals a general similarity, and some 
noteworthy differences. 

The Federal Reserve index of industrial production 
and personal incomes reached their peaks simultane- 
ously in October, 1948, and, more recently, in July, 
1953. A comparison of the sources of falling incomes 
during the first five months of the two periods is 
shown in the chart on page 167. The drop in the Fed- 
eral Reserve index was of comparable magnitude in 
the two periods. In each case, the wages and salaries 
of commodity-producing industries contributed most 
of the decline in incomes. But in the earlier period, 
a substantial decline also occurred in farm income. 

Thus the 1948-1949 inventory recession was coinci- 
dent with a developing agricultural recession. Other 
components of personal income in the earlier period 
were, in general, slightly weaker than in the later 
period. Labor income outside manufacturing held 
up comparatively well, with declines in distributive 
industries offset in part by modest gains in services, 
government and other labor income. 

Finally, transfer payments by government, par- 
ticularly unemployment compensation payments, in- 
creased more in the earlier period than in the later. 
This reflects the fact that the 1948-1949 recession was 
characterized by smaller changes in hours worked, 
relatively greater declines in employment, and signifi- 
cantly higher levels of unemployment. 

Between October, 1948, and July, 1949—the peak 
and trough dates of the Federal Reserve industrial 
production index—the decline in employment ac- 
counted for practically all the change in payrolls. A 
much smaller part of the decline in payrolls came from 
shortened hours than in the current period, while the 
average hourly earnings factor was about as impor- 
tant in the earlier as in the later period. 


OFFSET OF UNEMPLOYMENT INSURANCE 


A study prepared at the National Bureau of Eco- 
nomic Research estimates that the offset to decline 
in incomes which unemployment insurance provided 
in the 1949 recession amounted to 15% of the decline 
in labor income.’ These benefits began to rise imme- 
diately after the decline from the October, 1948, peak. 
By March, 1949, they were $1.5 billion greater, at an 
annual rate, than in October. 


1). Creamer, “Personal Incomes During Business Cycles” (in 
press). Labor income (excluding government payrolls) during the 
peak month in 1948 was taken as a potential against which actual 
labor income in ensuing months of the recession was compared. 
The sum of monthly incomes in unemployment compensation pay- 
ments was then expressed as a percentage of the sum of the monthly 
losses in income. 
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In the second half of 1953, however, the rise in un- 
employment associated with the decline in produc- 
tion was relatively mild. As a result, unemployment 
compensation payments did not rise above their July, 
1953, level until November. In February of this 
year they were apparently still below the levels 
reached after seven months of the 1948-1949 decline. 
In the event of further recession, and in view of the 
probability that further declines in factory man-hours 
would now yield a relatively rapid rise in unemploy- 
ment, the loss in income would increasingly be offset 
by unemployment compensation payments. How- 
ever, an increase in average benefits, matching the 
increase in average weekly earnings since the earlier 
period, would be necessary if unemployment insur- 
ance were to have as great an effect now as in 1949. 


IMPACT ON CONSUMER SPENDING 


The process of inventory adjustment ordinarily re- 
quires that as producers cut back their output, con- 
sumers continue to take goods off the market at a 
relatively high rate; that is, production must fall 
faster than demand. To the extent that incomes are 
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Some Definitions 


Employment—The Census Bureau definition includes 
all civilians fourteen years of age or over who are wage 
or salary workers, unpaid family workers, or self- 
employed persons. Qualifications for admission to this 
group are modest: to be counted as employed, one must 
have been at work on a job during the survey week, or 
attached to a job if not actively at work. 


A person is considered to have been at work if he did 
any work, however brief, for pay or profit, or put in at 
least fifteen hours of unpaid work on a family-owned 
farm or business establishment. A person is considered 
as holding a job, even though he did not work, if he 
expected to begin a new job within thirty days; if he 
was absent from a job because of illness, vacation, bad 
weather or labor dispute; or if he was on temporary 
layoff from which he expected to be recalled within 
thirty days. 

Using a sample of 25,000 households, the Census 
Bureau prepares an estimate of employment each month, 
covering the week which contains the eighth day of the 
month. 

The Bureau of Labor Statistics limits its estimate of 
employment to full and part-time wage or salary work- 
ers who are on a business (nonfarm) or government 
payroll. Proprietors, self-employed persons, domestic 
servants, and unpaid family workers are excluded by 
definition, as are employees who are on leave without 
pay, on temporary layoff, or on strike. 

The concept also excludes persons who have not yet 
reported to a new job. However, workers under fourteen 
years of age are included, and workers holding down 
more than one job, or changing jobs within a payroll 
period, could be counted more than once. 

The BLS employment figure is based on a sample of 
firms, each reporting for its payroll period ending nearest 
the fifteenth day of the month. 


Unemployment—The Census Bureau definition of un- 
employment is as restricted as its definition of employ- 
ment is broad. It includes only those persons who did 
no work whatever during the survey week, but were in 
fact looking for work. 

If a member of a sample household answers that he 
was not looking for work, he is not counted among the 
unemployed—unless he volunteers an acceptable expla- 
nation, such as temporary illness, expectation that he 
will be recalled to work from an indefinite layoff, or 


affected by falling production, the proportion of in- 
come devoted to the purchase of goods must rise, 
while the proportion devoted to saving and expendi- 
tures for services must fall. Such a rise in the propor- 
tion of income devoted to the purchase of goods is, 
of course, consistent with a lower rate of actual 
expenditures for goods; what is required is that the 


conviction that no work is available in his line or in 
his community. The initiative rests with the respondent 
to qualify as unemployed by proving interest in a job. 

A monthly estimate of unemployment is based on 
the same sample as the estimate of employment. 

The Bureau of Employment Security provides a week- 
ly measure of unemployment by summarizing the num- 
ber of claims filed under the various state unemployment 
insurance programs. Initial and continued claims are 
published separately. Since an individual must be pre- 
pared to accept employment in order to qualify for 
benefits, interest in a job is here, too, a criterion of un- 
employment, as it is for the Census Bureau. However, 
the criterion is set up and administered by a state agency 
and need not agree with that set for himself by a Census 
respondent. 

The BES figures include as unemployed claimants 
who are attached to a job but classified as inactively 
employed by the Census (see above), as well as in- 
dividuals who may be employed part time but who, 
nevertheless, qualify for benefits on account of reduced 
earnings at either their regular or substitute jobs. 

On the other hand, the BES figures exclude individ- 
uals who are out of work and looking for work, but who 
do not qualify for benefits because their previous em- 
ployment was in an industry or firm not covered by a 
state unemployment insurance program; because they 
had accumulated insufficient contributions in former 
employment to earn benefits; because they had ex- 
hausted the benefits to which they were entitled; or be- 
cause they were looking for their first job with no pre- 
vious record of employment. 


Week-to-week changes in the totals in initial or con- 
tinued claims are affected by complicated definitions of 
benefit years established in the various state laws. 


The Labor Force—The Census Bureau adds its monthly 
employment and unemployment estimates to arrive at 
the size of the labor force, a measure of the number of 
persons who are at work or looking for work. Civilians 
fourteen years of age and over who are not members 
of the labor force would include those who were engaged 
in housework, or unpaid family work for less than fifteen 
hours a week, and those who are retired, voluntarily 
idle, too old or prevented by permanent disability to 
work, and intermittent and seasonal workers whom the 
survey reached in an “off” period. 


decline in demand for goods be less sharp than the 
decline in production and incomes. 

Since incomes generated in manufacturing indus- 
tries account for only 25% of total incomes, declines 
in production are accompanied by proportionately 
smaller declines in income as long as no recessionary 
tendencies appear in nonmanufacturing activities. 
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Through January, 1954, no such tendencies appeared, 
with the result that a 9% decline in production has 
been associated with less than a 2% decline in total 
personal income. 

Because the decline in income has been so shallow, 
there is as yet little evidence by which to gauge its 
effects on spending. It might be noteworthy, how- 
ever, that in late 1953 and early 1954 the proportion 
of consumer incomes spent has continued at a rela- 
tively low level of about 92.5% of disposable income, 
while spending for services has continued to rise both 
in dollars and as a share of income. The proportion 
of income spent for goods alone has evidently de- 
clined slightly from the first half of 1953, suggesting 
that consumers thus far have not accepted their col- 
lective role as backstop in the current adjustment. 
Their rate of outlay for nondurables has roughly 
paralleled the course of personal income, but expendi- 
tures on durables have declined more than income. 


(See chart.) 
AIDS TO RECOVERY IN 1949 


In the 1948-1949 recession, consumers increased the 
proportion of their incomes spent for goods. Spark- 
ing this increase were outlays for durables, notably 
automobiles. Associated with these durables outlays 
was the major contribution made by consumer instal- 
ment: credit outstanding, which increased by $3 
billion during 1949. 

Also noteworthy, in weighing the 1949 durables 
boom, was the $8.5-billion increase (annual rate) in 
incomes in early 1950 produced by the National 
Service Life Insurance dividend. These disburse- 
ments were concentrated in the first quarter of 1950; 
the rate of disbursement fell to $2 billion (annual 
rate) in the second quarter. However, incomes real- 
ized from this source may well have been anticipated 
in late 1949. 


WHAT AIDS ARE THERE NOW? 


Expansion of instalment debt and the National 
Service Life Insurance dividend thus provided impor- 
tant additions to the income stream during the 1949 
recession, and in the ensuing recovery. In the hands 
of groups having a high propensity to spend, these 
dollar additions to earned purchasing power were evi- 
dently reflected directly in outlays for consumer 
goods. It is questionable whether stimuli of cam- 
parable magnitude are now available. 

Tax relief should, of course, tend to bolster con- 
sumer spending in the year ahead. But in the opening 
months of 1954, the reduction in personal income 
taxes effective January 1 has offset only about half 
the $5-billion drop in personal incomes which took 
place between July and January.! Other tax changes 


1The cut in federal personal income taxes amounts to $3 billion, 
at an annual rate, but this is offset by an increase of $750 million 
in social security taxes. 
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are uncertain at this writing, but it might be argued 
that a relatively large reduction would be required 
to approximate the immediate impact of the National 
Service Life Insurance dividend, which added so sub- 
stantially to the income flow in early 1950. 

Similarly, a major supplement to earnings through 
resort to instalment debt seems much less likely now 
than in 1949. Consumer instalment debt now amounts 
to almost 9% of income, in contrast to only 4.8% at 
the beginning of the 1949 recession. Whether, in fact, 
instalment credit expands in 1954 remains to be seen, 
but it is worth noting that the proportion of incomes 
now going to service instalment debt obligations has 
run off the scale of historical experience.? 

In so far as personal incomes and consumer spend- 
ing are concerned, the notably encouraging parallel 
between 1949 and 1954 is the internal mechanism of 
the current business decline itself. Although a 10% 
drop in industrial production has accompanied the 
process of inventory liquidation, incomes have dipped 
only 2%. Cutbacks in production and employment 
have been limited, in the main, to the commodity- 
producing industries, and continuing high activity 
in other sectors has lent a large measure of stabiilty 
to the total income flow. 

Morris CoHEN 

Mitton Lipton 

BELLA SHAPIRO 
Division of Business Economics 


1In January, all types of consumer credit outstanding declined 
more than seasonally from December levels. 


Business Forecasts 
(Continued from page 157) 


ing in the event of substantial declines in employment and 
incomes.” 

The New York Times (February 23)—‘“The retail car 
market is just as far from saturation today as it was a 
decade ago, in the opinion of some of the auto industry’s 
leading executives. 

“Business already has shown signs of improving after 
a short lull in demand and sales will move upward substan- 
tially in the next four to six weeks, they say. The market 
will require the production of more than 5 million units 
this year, and there is an excellent chance 1954 will become 
the industry’s third best year... . 

“Harlow H. Curtice, president of General Motors, visual- 
izes a market this year for 6,300,000 cars and trucks. He 
says GM retailers did not ‘borrow’ anything from the 1954 
market last year.” 


Construction 


Engineering News-Record (March 11) —“TIf forecasts hold 
true, 1954 will be the second biggest year in construction his- 


(Continued on page 188) 


157 Executives Give 


SPECIAL REPORT ON 


THE BUSINESS DECLINE 


Here is first-hand comment on what is happening to production 
—billings—backlogs—new orders—inventories—capital expendi- 
tures—employment—profits—future planning 


cooperating in THe ConFErENCE Boarp’s spot 

check of business conditions report their 
activities have definitely been affected by the current 
business decline. 

But the extent and severity of the decline varies 
widely from industry to industry and even among 
producers in the same industry. Thus, of two pro- 
ducers of building materials, one reports: 


Mee OF THE 157 manufacturing companies 


“The current business adjustment has had a very 
significant effect on our business since August, 1953. 
Previously, our plants had been running on a 45-hour 
schedule at a profitable rate. Since that time, operations 
were curbed and men laid off, with an approximate reduc- 
tion of 20% in the size of crews. In addition, hours of 
production were reduced to forty at the main plant and 
thirty-two at other plants. Profits declined and now are 
nonexistent.” 


But the second producer remarks: 


“Up to the present time, we in the building business 
are God’s chosen people, and the business adjustment 
has not affected us in any adverse way, nor has it caused 
us to curtail our capital expenditure program.” 


SOME OF THE HIGHLIGHTS 


According to the experience of the 157 cooperating 
firms: 


© Production in February, 1954, was only slightly lower 
than in January, although decidedly lower than a year 
ago, when business generally was at peak levels. 


e Four out of every ten companies expect their pro- 
duction in the second quarter of 1954 to exceed frst. 
quarter levels—more than double the number predict- 
ing a decline. 


e February, 1954, dollar billings were somewhat 
greater than in the previous month. The majority of 
cooperators report that February billings were below 
those of a year earlier. 


© The outlook for billings is also improved, with almost 
half the responding companies anticipating a bigger 
dollar volume in the coming three months than in the 
first quarter, and fewer than two out of ten indicating 
a further decline is in prospect. 


© Backlogs of unfilled orders continue to decline and 
are now far below year-ago levels. However, the low 
point in backlogs may be on hand, for the number of 
companies expecting their second-quarter 1954 back- 
logs to increase exceeds that of companies which expect 
the downward trend to continue. 


e New orders received in February, 1954, as the 
majority of cooperators were above the January level, 
but in only two out of ten cases did new orders exceed 
the February, 1953, figures. Only one out of eight 
cooperators predicts a decline in new orders from the 
first quarter to the second quarter of 1954. 


© Raw-materials and goods-in-process inventories are 
lower than a month ago and a year ago, but finished 
goods inventories are higher than a year ago. Total 
inventories will be reduced in the second quarter of 
1954, according to the majority of cooperators. Steel 
inventories are being Fanicatee. and further reductions 
are planned in the second quarter of the year. 


e Although six out of ten companies have been sig- 
nificantly affected by the business decline, fewer than 
two out of ten are curtailing their capital expenditure 
programs. 


@ More than half the companies estimating the dura- 
tion of the business decline expect their business to pick 
up before the middle of the year. 


METAL INDUSTRIES HARDEST HIT 


Following the traditional pattern of business reces- 
sions, the metal industries have thus far borne the 
brunt of the current decline. More than seven out of 
every ten metal-trades companies report that “the 
business adjustment has had a significant effect on 
operations.” 

Among the cooperating nonmetal companies fully 
557% indicate that “the current business adjustment 
is not having any effect in terms of employees, hours 


worked, payrolls or profits.” As one food manufac- 
turer puts it: 


“Actually, our particular industry would be as little 
affected by general business adjustments as any industry 
that could be mentioned.” 


Companies in the following industries report con- 
ditions as generally favorable: petroleum, building 
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Table 1: Production and Billings Situation 
TS 


Current Production Current Dollar Billings Estimated 2nd Quarter, 1954 
: ee ee ee TAS OAR a Ee 


Companies Compared to Month Compared to Year Compared to Month Compared to Year |Production Rate Com-| Billings Rate Com- 
Ago Ago Ago Ago pared to Current Rate | pared to Current Rate 
Up Down Up Down Up Down Up Down Up Down Up Down 
Metal Industries 
Automobiles and equipment 
AGE SEAR co teas essere nr 52% nr nT Vv nr. 
Eee tic taaan aa eee 50 20% mr nr Up to 10% nr. 
POIIE AKON AR 10-15% 55-60% 15% 53% | 35% 35% 
DSC ela toad eR me 10% 4% 4% Slightly | Moderately 
eee cn cee bon. dana Same 4% Same 4% |Much better Much better 
a rn 2% 30% 2% 30% | 5% 5% 
Ge eens cicatns fences Same 50% Same 50% Same Same 
Electrical appliances and sup- 
plies 
Ares ra ee IEE eiceeis nae Same 25% nr nr. Sizably Sizably 
= te eee 3% 25% 16% 39% | 5-10% 5-10% 
Wea ton ae otic ae eee ee Same 4% Same 15% nr mr. 
1D). ccaeees Cle ae eee 1% 20% | 2% 1% | 30% 30% 
lDiths Sos oon See Slightly 30% {Slightly 30% Same Same 
1, cto cularieicsc he ICE arenes nT. nr. Slightly Slightly 
Electrical machinery 
NE ci ee 19% 55% 3% 60% nr nr. 
Bina cao fe acu Slightly Slightl Slightly Slightly nr. nr. 
MCR iterator eo es oo ame izably Slightly izably nr nr. 
Osis oe ee ee Same 5% Same 10% Same Same 
[EPRRAM cok aL sew he wet Same Same Same 5% 10% nr. 
es nr nr. nr. nr n nr. 
Maier Fakegehstonscshosusnit bMS 6 ner nr Seasonally 2.5% Slightly Slightly 
Foundries 
ARE ho csd. dS 0h AS 10% 43% 25% 44% |Sizably Sizably 
ES eae er Ae scot cparanseaeeans 1% 18% | 7% 18% Same Same 
(Ci eee oe ee nr 18% 18% ner. nr 
Wy NR en cok niveteGr yokes Same 15% |Sizably Sizably Same nr 
ees <r ee 4% 38% 0.4% 43% nr ner 
Hardware 
IN, Sag oe Se. ck Ree renee Same 20% 5% 10% nr. nr 
Te Deets Sonne ae nr 20% nr nr nr. nr. 
(Cenk eae a cae eae amis on Same 15-20% Same 15-20% |Slightly Slightly 
De Pee Wh Anctascnyerakes Same 6.5% nr nr nr nr. 
ree pci tee ciaareicitand nr nr 22% 8% nr Same 
Heating and plumbin: 
A.. “e seth r Seat : RS Same Same V 10% nr nr. 
Behr tee siok 38% | 7% 9% | 9% 5% Same 
Ore ori GaOs on nee Cer nee Same Same Same Same Same Same 
1D) Re ye ee eee Same 10% nr V V 
Industrial machinery—gen- 
eral 
fishin Ai is ears eee es Same 25% Same 25% Same Same 
ae) ee ee 5% 5% | 2% 8% | 5% 9% 
Cr re ee ur 10% nr 10% nr ner 
Dep Pitieticss beat nr 30% nr 15% mr. mr 
je oo eee ieee Same 20% Same 20% Same Same 
eee Se tac ae 17% 20% 138% 11% nr Mr 
Geeeere sy. fiat dwt nr 24% nr 24% nr Ur 
Industrial ee — spe- 
ialize 
ce eee ae Vv Vv Same 5% Same Same 
BAAR. Deer Same Slightly Same Same Same Same 
"ge 10 ae MS nr 10% nr 10% Same 15% 
Dye Re cies ee Cn eee ner 10% ne 10% a 
re te tonics eo nr 25% nt nt. nr. nr. 
AS tue oes oe OC Cee Same 20% Same 20% Unchanged Seasonally 
cl = es hanes Stare Same 5% Same 2% {Slightly 0 
8 Oa, ire RN 3% 17% 71% 25% | 10% 15% 
1 Sn ec Ae a ae Same V Vv nr Vv Vv 
DSA he AALS ER nr nt 9% | 12% 5% 5% 
RS, RR GR Se a nw nr nT. 30% nr nr 
Instruments and controls 
Ane sens ee Same 6% 15% Same Same 
Be he I, BL eth Sam Same 10% ; 6% 5-10% 2-3% 
0). aoe SAE SR Oh ate Merce Same Slightly Same Slightly 5-10% 5-10% 
Dine toe ae ae eee 4% 1% | 6% Same Same ame 
iL) Mee. ees Hae nT. 40% | 15% 3% 30% 20% 


n.r.—Not reported 
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Current Production 


Companies Compared to Month Compared to Year 
Ago Ago 
Up Down Up Down 
1 A ARRAS (aeo dn oO aoe nT 15% 
Cr re Oaks as V 
3 Pro oot, tes cee Slightly 43% 
Machine tools 
A earee ert ieekeie at Reoyeuate Same 13% 
Bo Soe reacts ch ce teenies Slightly 
Ope oe 6 eneitets eer cremer ee Slightly 40% 
Doers ooee des eee eens ame 14.5% 
By een ee it caliiet.. Same 20% 
Wie teeing ersten ats: «00-9 wee nT 20% 
(6) Lo eee anne Same 10% 
Nonferrous metals 
LS gee ETE Cr 17% 28% 
Be et 3% 22% 
COR Hh sss nr nr. 
NO este lie, 5 Sick Ce Ieee Same 25% 
sce eos oS AP 12% 25% 
Office equipmen 
rei oom 2: Se 16.6% 28.2% 
1 ye SAS Pic Sees iene teers nt V 
Cor 2% ner. 
PSs ie. ceo Slightly} 10% 
By ie ole Scobie tieys aed 1% | 65% 
Railroad equipment 
MORASS, Said oi, cae 11.6% 33.5% 
Be ks okies 8% 138% 
Gee. EO. 2h 5% 35% 
DDE esha a Deore 5% nt. 
Steel 
1 eR 5 6.6 571 oan 12.5% 20% 
Bie fn ae ate eels nw V 
CM Mer new. Nok tees nS. mr 
Dit ee ec se 20% 15% 
E BAG be OOO be TiOrOnC ED at nT. nr 
ere rere a ctcistavecs evsie e's 38% 28% 
Gee te SS Same 30% 
Miscellaneous metals 
ee 2 IEE, «we isusie ies nt. Same 
Be eee cn eh eas Same 30% 
OME bec os ner. 30% 
Dees Se ees Same Same 
} eaee. © Sate ee: | ey eae Same 25% 
Bier. soos ct rae ses nr nr 
Nonmetal Industries 
Building materials and sup- 
plies 
DN ee, Same 25% 
yD La a CD 1g See ee Same Same 
OR t irceine. ae eaee Same Same 
| On dye RR ROCIO AaCR OE ROE Vv Same 
Lc Meee etter nr 3% 
Chemicals 
ERIS cts ics oo, S33 060. Fe Same 5% 
Bee racee ace eae ree nr 8% 
Ce Fe Sas: nr 4% 
Dee cc wh ncn nate 1% | 18% 
Ee ch Am Tn Same Same 
Eee a water V 
Oe TCT Bee a ct eee nr nv. 

. Sci A, a eT o”; Slightly 
Ricve'y. Mepehare Tehdighaleta 0 oa dhauniele (y) 30 
ht 9, % 

SAE tt. crt, cule Rar arene: B 5% 20 
BSP e deer tes eee Same 70 Same 
% o-eheleeinais’ a ete ee 6 elle sie iel és ea nr 

Sei tems laliage 'oy 0) ota oueie exssate ame 12% 
1 pt aise adtreaiece-Aasied a nie 9% 9% 
| pei 15) OU rx OCG rut V V 
Hiss estes ha cate Vv Vv 

Leather and products 

Aa FRR SSE On. nr nr 
Bee ese ee.- aoe es 5% 5% 
Cc sleloialpio la :e.Wieksie ‘aie seis) er slie\e ara s n.r Same 


Current Dollar Billings 


Compared to Month 
Ago 


Up Down 
mr 
nr 
26% 
Same 
1. 
Slightly 
Same 
10% 
nr 
Same 
17% 
13% 
nr. 
Same 
14% 
4.8% 
nr 
2% 
Same 
30% 
5.8% 
20% 
12% 
6% 
Vv 
V 
Vv 
nr 
mr 
5% 
nur 
9% 
10% 
nr 
Same 
nr 
V 
15% 
Vv 
V 
nur 
nr 
Same 
mr 
nr 
Same 
v 
Vv 
nr 
Vv 
9% 
5% 
Same 
nr. 
Same 
8% 
Same 
Vv 
30% 
Same 
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Compared to Year 
Ago 


Up Down 
20% 
4.3% 
1 3% 
38% 
Slightly 
ame 
20% 
nr. 
Slightly 
28% 
23% 
v 
20% 
27% 
7.9% 
Vv 
8% 
Same 
15% 
8.4% 
15% 
30% 
mr 
a 
mr 
nt 
nr 
nr 
16% 
nr 
Same 
40% 
15% 
10-15% 
25% 
Vv 
35% 
v 
10% 
5% 
9% 
: 
0 
1% 
vV 
Vv 
V 
8% 
Slightly 
30% 
20% 
me 
V 
5% 
Same 
10% 
Vv 
5-7% 
Same 
Same 


Estimated 2nd Quarter, 1954 


Billings Rate Com- 
pared to Current Rate | pared to Current Rate 


Production Rate Com- 


Up Down Up Down 
nr nr. 
Same Same 
nr nr 

3% 8% 
nr nr 
Vv Vv 
Same Same 
Same Same 
nr. Same 
Same v 
5-10% 5-10% 
Moderately 5% 
nr. Slightly 
V nr 
Slightly Slightly 
Vv Vv 
nt. mr 
mr. nr 
Same Same 
Same 50% 
Same Same 
nr. Same 
Moderately Moderately 
20% 20% 
Unchanged Unchanged 
Vv Vv 
Gradual 
5-10% nr 
Same nr 
nr. nr. 
nr. 10% 
Unchanged V 
Vv Vv 
nr. nr. 
Same Same 
Unchanged Unchanged 
ner. nr. 
nr. nt. 
Favorably Favorably 
Same Same 
1-2% 2-3% 
ner Same 
Same Same 
Same Same 
nr nr 
Same 
nr. mr 
8% 
nr 0 
Vv Vv 
nr Vv 
Same Same 
nr. nr. 
mr nur 
nr nr. 
ner 3-5% 
Vv Vv 
Vv Vv 
1-2% 5 
Same Same ze 
Same Same 


BUSINESS RECORD 


Current Production Current Dollar Billings Estimated 2nd Quarter, 1954 


Companies Compared to Month Compared to Year Compared to Month Compared to Year [Production Rate Com-}| Billings Rate Com- 
Ago Ago Ago Ago pared to Current Rate |;pared to Current Rate 
Up Down Up Down Up Down Up Down Up Down Up Down 
Mining and quarrying 
IN rents. or AIRS ao Same 25% V Same nr nr 
da rarcicgaracacest eaegek tare ar ane v vV Same Same 
(Gis ocnstbetuctn cee are eae Vv Vv nr V nr 
DYE, ave tuleet ep snap mee cancer nae Same Same Same Same Same Same 
2 USTs aieitiers yo shes sues suaieee 6% Same 20% Same 17% V V 
5 6.0.0 GR ERE, ee nr. 
pepe and products a a 4 oe 
RT eee Se Me i fs Same Same Same Same Vv 10 
B MESA aha serelusk | ‘ 10.4% 3.9% ; 10.6% 3.2% 5-10% ioe, 
Semen la... . Smmemaen | V 
Dis af Steg aa pains yon eae Same 8% Same 8% V v “ 
1th 34 gig tra eRe eee ie eee nr V nr Vv V 
ernie oe teed nnd bales Same 10% Same Same v v 
et none Sagan te ieee eee nr Same nr Same Same Same 
Tals, Seto eae oie 2% | 2.5% 0.7% 5% 1% Same 
Tho tre-cre long SO Sena ee oe eee 15% 30% 15% 30% nr nr 
Uscoonethd tae can cee eae 2.5% 13.5% 3.4% 8.9% Same Same 
NS ia ons oe eae Same 5% 1% | 4-5% 6% 6% 
Petroleum products 
Ace Seige cattle Sau 2.5% 7.5% | 2% 6.9% ne nr 
3 SavicioSeace eee eae 2% | 8% nr nT mr nt 
Cry. 5% | 12% 6% | 5% nr nr 
Dice co ee eee ee Same 5% Same 5% V V 
E..... Same 4% Same Same Slightly Slightly 
Textiles 
ENO. Lia IES oes nr nr nr V nr n.r 
SMPTE ce ee evant ees ss nT 5% nr nr. Same nt 
ORI oh WE oe 15% | 5% Same Same 15% 7.5% 
Des cation neh een ec Same 10% 10% 
ee. ne ce ERR nr V nr v Same Same 
(Oo ocr aR nS Ao ee Same 5% | 12% Same Same Same 
Ge ie one oes ae Same V Same V ner 
iSt 5 3 ghee eee ee ees Vv nr nr 45% nr nT 
So ee Same 20% | 10% 25% | 5-10% 5-10% 
1) oes As Se Sigieaeaiciag V V V nr aa 
Miscellaneous nonmetals 
Jot oasoidid bis RRO ect ae 2% 41% 17% 37% Vv Ni 
Pn hath... 8% 20% 8% 25% ner Same 
“ RP 24s cio OS ass “ nr. 10-15% nt 9 nr Same nr 
Sth SRA CECE Ee nr 10% ner 10 
Baswetdohob ARC ae 5% 15% nr 15% ate % ae 
BOA co aoitcts cid sais «as Same Same 10% nr nr 
(Oita oo tet Gee ee eee Same 15% Same 15% 5-10% 5-10% 


n.r.—Not reported Check mark (7) indicates direction but not amount 

though possibly these may show a smaller percentage in- 
crease over 1953 than the industry’s experience in recent 
years.” (Petroleum) 


materials, paper, office equipment, food, and elec- 
trical machinery. 


Some typical comments include: 

“Up until this time the current business adjustment 
has had no very significant effect on our business except 
in a very small area involving less than 2% of our total 
employment. However, even in this instance we pres- 
ently contemplate no substantial layoffs, but are working 
on a plan for a longer-than-normal vacation shutdown. 
This will mean that more than half of the people involved 
will be paid vacation pay during the entire shutdown and 


“Our current rate of production is approximately the 
same as last month and approximately the same as a year 
ago. Current billings likewise approximate last month’s 
and are about 5% ahead of a year ago. We anticipate 
that our production for the second quarter will show an 
increase of some 10% over the first quarter and should 
be about the same as a year ago.” (Electrical machinery) 


“The net results of our operations have been better 
than last year, during which time our profits were seri- 
ously curtailed due to price-control restrictions. Their 
removal has permitted us to operate under a normal 
margin of profit. We are engaging in capital expenditures 


thus minimize the problem of transfers to avoid layoffs in 
the case of those who have not yet earned maximum 
vacation.” (Paper) 


On the other hand, producers of automobiles and 


equipment, general industrial machinery, nonferrous 
metals, steel, textiles, as well as foundry operators, 
report that business thus far this year has been rather 
poor. 

Thus a foundry executive reports: 


in excess of our earlier expectations. The main outlay 
will be for a plant to produce a new product.” (Food) 


“The over-all demand for petroleum products is in- 
creasing moderately. The oil industry, as well as our 
company, contemplates expanded operations in 1954, 
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Table 2: Backlogs and New Orders Situation 


February, 1954, New Orders 


2nd Quarter, 1954 


Current Backlogs 
Trend of Trend of New 
Co. , Backlogs Since Orders Since ¢ 
mpanies Compared to Compared to Compared to Compared to Ist of Year Ist of Year Estimated Trend | Estimated Trend 
Month Ago Year Ago January, 1954 Year Ago = 7 te + of Backlogs of New Orders 
Up Down Up Down Up Down Up Down e iy e et Up Down Up Down 
Metal Industries 
Automobiles and equip- 
ment 
A ors are Ssi'6 eile nt. Vv ner nr. nr nr. mr. nr 
Bris eas 10% 15% nr. Improved Vv Steady nr 
CORI I! cot tee 16% 50% 60% 60% Poor Poor nr. nT. 
| DSS ee oon 10% 25% V v V Vv |Moderately Moderately 
| OR notions ae, So Same 25% Same 9% | Unchanged Unchanged |Improved Improved 
| See ET coe GEE 2% 80% nr. nr. Unchanged nr. Steady nr 
(CBee ner fe sors nr nr. Comparable Sizably nr. Unchanged nr. Improved 
Electrical appliances and 
supplies 
- RIMS cons fia Fics wie sole x 2 nt. 10% of” nr. 9 nr. nr. nr. nr 
Pp Sel renga Serene ; 0% | 10% 12% |Moderately  |Moderately Steady 10-15% 
not Reel Bee Slightly 60% a 10% Slightly| Slightly 50% nt 
LD ena Se eee 5% 0 44% 17% Poor Poor|Sizably Sizably 
= Lathe Sees Coe 15% iG 40% : 5% Poor Poor Steady Steady 
oe es eae : oh va 
| > ee) ee 19% 82% 26% 20% mr. nr. nr. nT 
Le ee eee nr nr Slightly | Improved Improved n.r nw 
Ont nt ey ae Vv Vv Same Vv nr. nr. nr Good 
10S aS oan Renae Same 12% 25% 10% | Unchanged Unchanged nr 
Ss ee ke ee ie od 5% 20% | 10% Same nr. Vv Steady V 
NG ESOS a Soe nr nr. nr nr nr. nr. nr. nr. 
GE assess 2s ae 2.5% 22% | 87% 6% | Unchanged Unchanged Steady Steady 
Foundries 
7. Ses eee 18% 10% | 15% 45% |Improved Improved Sizabl Sizabl 
Bieseetotts dees ees 3% 19% 42% 9% |Slightly y nr. Steady Steady 
68a ote See 1% 30% |Slightly v_ {Slightly Slightly Poor Poor 
* DRM TL coat thus cine Same Sizably n.. nr Unchanged | Unchanged nT nT 
A acetals Pia Same 10% | 58% 35% |Slightly Slightly Vv Vv 
|. eS ee 10% 20% |Seasonally 9% nr nr. Sha: 
fw. fT. rply 10 
Ln epGceeea See, Meee nT 10% nr. nr nT. Slightly nr Molectas= 
OR ee Ae Slightly Much less Same 20% | Unchanged nr. nr. Much better 
y Lupe ae eee See pale ae 0 Same 11.5%] Unchanged Unchanged Steady Steady 
CORR. ee nt y 
Heating and plumbing a ¥ A ond a SE i Loprorsd 
LAGLENY Senne, Serene Sizably nt Vv f 
eee eet 8% 50% 38% 13% ae aE i a oy! 
CSIC etree ee Same Same nr ne, nr nr nr : 
Dine -ercontta inca ys ot Same 40% nr V J f Se a5 a 
Industrial machinery — 
: general 
J aectemcaeeld it ate Lh entnandee ee me i) Oe Seca Poor| Imnpro sedan tasipese 
(Gite Br menos montneae nT. 20% nr. nr nr. nr ae " ree 
y EN oe Sf Vv tit 15%| v a. An ys 
BS moon EE May 376 | akon ison Sar = Same Same 
ra tees “<5 % 20g ee 19% nr nr Vv nr. 
Industrial machinery — ; : : 22% I, RS, o v 
speciali 
3 wie pin he ee te Same Same Vv Same nr. Slightly nr Same 
2 Sead waaay nr Mv nr nt. Vv nr. nr Same 
(vehagtkeet prt i " Af Sizably , acct Slightly Slightly; ¥v 
| Digs Satie eed ae: Roel en nr 100% nr mr Same v Stas v Heyl ys! 
e pS Re eee, 8. ne ry nr. 40% nr ner V ae aoe all 
Ma tarercite he ekhexdie ore Wael’ 0's Q 0 35% Same Same ms ps nally 
Ti eas, igmietae 6% 42% | 3% 40%  delaanee 1 puanty) 
DD ae ee ee eri Oe n.r V nr v V ° 16% 
Z Wgheh. ataberhe. cece zor. 10% 169% 67% | 270% 8% pap ae ., : ner 
Seen are ee eee nr : 
ae eck and controls @ nr nr nr nr ner. ne 
EAST, AT SSA 4% 24% 7 16 
B uate Canna Suki here k pale wre n.7r nr . n.1. % nr. % nr v v v 
(Shei dsc SRA RIOR: nr ee ye boll ‘hs 
D oR _. Mr. Same V YI V 
Fee Tato aos. 72 fans ie aa e nr. Slightly 6% nr. Slightly we! Sana 


6% 32% | 40% 49% 
a Ne) 4% | Unchanged |___ nr. |_—_Slightly| nr, 
n.r.—Not reported Check mark (+) indicates direction but not amount = pughtly swerl 
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Companies 


Ce ee ay 


shale ¢.e we 6.0 s. 0/0 018 6, 66 oe 


eLSin ove elie 6 Ris 858) 0 ere su lee 


Nonmetal Industries 


Building materials and 
supplies 


Ci Ta IC et di a Tae at PC I Ba 


APRIL, 1954 


Current Backlogs 


Compared to 
Month Ago 
Up 


Down 


Seasonally 


Slightly 


23.5% 


Unchanged 
12% 


10% 


Compared to 
Year Ago 


Up Down 


February, 1954, New Orders 


Compared to 
January, 1954 
Up 


Down 


Sharply 
nr. 


32% 
3% 


Compared to 
Year Ago° 


Up 


Sharply 
nr. 


47% 


Down 


Trend of 
Backlogs Since 
Ist of Year 


Up Down 


nr. 
Vv 
Vv 
= 


Unchanged 


Steady 
nr. 
Unchanged 
Slightly 
nr. 
nr. 
Unchanged 
nr. 
Vv 
= 
nr. 
Moderately 
Vv 
Vv 
Vv 
Unchanged 
nr, 
Unchanged 


nr. 
nr. 
Unchanged 
Vv 
Vv 


Trend of New 
Orders Since 


Ist of Year 
Up Down 
V 
Same 
Slightly 
Unchanged 
nr. 
Slightly 
33% 
nr. 
V 
Unchanged 
Vv 
V 
Vv 
nr. 
nr. 
Unchanged 
nr. 
a 
Vv 
nr 
nr 
#) 
nr. 
Unchanged 
ner. 
Unchanged 
10% 
nr. 
iY 
nr. 
nr. 
Unchanged 
Vv 
J 
Vv 
A 
nr 
nr 
Vv 
nr 
nr 
nr 
A 
nr 
Vv 
6% 
nr 
nr 
nr 
nr 
nr 
nr 
Vv 
nr 
a] 
nr 
Same 
Same 
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Estimated Trend | Estimated Trend 


of Backlogs 
Up 


V 
Vv 
Vv 


5-10% 
nr. 
nr. 


Down 


15% 


of New Orders 


Up Down 


Same 


Same 


Vv 
Sizably 
Slightly 


nt. nr. 
Slightly |Slightly 


Vv 
nr. 
Unchanged 
Unchanged 
60% 


Vv 
nu... 
Unchanged 

a 
Unchanged 
V 


Same 
nt. 
Unchanged 
Unchanged 
na... 


Unchanged 
Unchanged 
nf. 


Same 
mr. 


Vv 
nT. 
Unchanged 
Same 
60% 


nT. 


Unchanged 


nT. 


nr. 
Unchanged 
Unchanged 
nr. 


Unchanged 
Unchanged 


sas 


case 


Current Backlogs 


February, 1954, New Orders 


Companies Compared to Compared to Compared to 
Month Ago Year Ago January, 1954 
Up Down Up Down Up Down 
Mining and quarrying 
NO ae omy, tren eg, Vv Vv v 
Lb ee hey ee See ner V nr 
CARS teh Sone oust Oss mr mer nr 
1 eS OR ee nr 15% nr. 
1 Dacor lne ee ieee Same 70% Same 
1 CEN a ot A eae ner nr. nr. 
Paper and products 
A Bote - tik, KEE Same Appreciably Sizably 
ere 3.2% 24.5% 0.7% 
CR ee coh otniee the ner nr 
| DY. eer sce cae eee Same Same 2.5% 
Oh ORO G ee eee nr Vv nr 
Ot a a Ta eee Vv Vv Vv 
Gentes this ne te Vv V nr. 
LS Re A eae, Ween Same Vv Same 
TS eee id te V 40% nr 
jae As. 6.7% 26.5% | 3.38% 
160 stae. Sooo poognnee 4% 5% Same 
Petroleum products 
pte ene ER eee eee nr ner nr 
Be Bee... 5 ok roca nr. RE nar 
(Op cen... ae er nr Rr ner 
Dyers oc ck oo ewes nr ner ner 
1b, Soe he oe ge ree nr nr nur 
Textiles 
A alot. < «ok > ean V nr 
LS) tah Reh rn Sete ae ner Same nr 
(Oy. oo eae aR er paeaa Same 25% nr 
D.. nr Vv ner 
LOSE ast, Ey Seer nr. V nr 
ip wile aan ieee 40% 39% | 20% 
Gee oe mr nr nr. 
Hoaseetents..: 5 Stee mr 50% mr 
| ee ee eae ee Same 15% nt 
tec Reha eee, eee eae V 
Miscellaneous nonmetals 
Aire os . Bemtenns 71% 35% 33% 
ee ae ee nr nr 4% 
Cee oe oe oa ee nr V nr 
Dien ee asics ner. nr nr 
ee ess bos ogame nr Same nr 
i Cait, Se ala team. - Same Same V 
APOE Case ee Same mr Same 


n.r.—Not reported 


Ae os aaa of New 
Backlogs Since lers Since : 4 Trend 
Compared to Ist of Year Ist of Year oboe ies cnr pea is 
Up Down Up Down 
Up Down Up Down Up Down 
V V Vv nr. nr 
nr Same nr nr ner 
nr nr. nr nr nr 
V Same Same Same Same 
Same nt. ner Same v 
nr nT. nr nr nr 
20 Unchanged Unchanged nr 7. 
58 V 5-10% 5-10% 
m1 nt. nr. nr minor 
5.5% Same Same nr nr 
v nr. nr. nr nr 
V nr. Improved V V 
nr nr. nr. nr. v 
Vv Unchanged Unchanged nr. RT. 
nr. nr nr. nr. nr. 
1.8% V Vv Unchanged Unchanged 
1% v Unchanged 
mr nr nr nr ar 
mr nr mr nr ar 
ner nr nr nr nr 
nr nr nr mr Rr 
nr nr nr mr nr 
15% nr. nr. nr. RT 
Same Unchanged Unchanged nr. nr 
Same Vv Vv Unchanged nr 
nr nr. Vv mr 
nr nr. nr. nr nr 
60% Much better {Much better ner. nT 
nr nr. nr nr Vv 
50% | Unchanged nr ner V 
nr nr. nr nr nr. 
Vv Vv nur nr. 
48% Vv Vv Unchanged V 
35% nT. nr nr. Vv 
mr nr. nr nr nr 
Vv BES nr nT nr 
15% nr. nr. nr nt. 
10% | Unchanged Unchanged nr nr. 
nr Vv Unchanged V V 
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“Our current rate of production is approximately 4% 
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Another automotive equipment producer, however, 


lower than last month and 38% lower than a year ago. 
Current dollar billings are 4% lower than last month 
and 43% lower than a year ago. We expect our produc- 
tion rate and billings in the second quarter of this year 
to be approximately 30% less than a year ago. Employ- 
ment has been reduced by approximately 29%. Hours 
worked in February were down 4% from the previous 
month and down 42% from a year ago. Gross payrolls 
were down 7% in February from January and down 40% 
from a year ago.” 


An automotive equipment supplier summarizes 


reports there has been a decided pickup in business 


recently: 


his company’s present situation in the following 


words: 


“Our current rate of production has increased approxi- 
mately 50% from what it was a month ago. However, 
this is still some 20% below what it was a year ago. 
Happening within the last week, the increase has not 
yet been reflected in our dollar billings. Increases in our 
customers’ schedules have been rather sudden and some- 
what unexpected. Our new rate of production should 
continue through the second quarter, with the possibility 
of a further 10% increase at the outside.” 


One textile executive reports a sharp drop in em- 


“Employment: down 60%. Payrolls, supervisory staff 
and executives: reduction. Profits: there aren’t any. The 
current adjustment caused us to suspend entirely our 
capital expenditure program. We have very little infor- 
mation that leads us to believe our business will pick 
up again in the immediate future.” 


ployment: “Most of our mills, since last December, 
have been working every other week, or three days 
a week, eight hours per day. Payrolls and profits, of 
course, have gone down.” 

And a steel producer describes the much-changed 
conditions in that industry, citing his own company’s 


experience: 
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“The backlog of unfilled orders a year ago was very 
high; as of March 1, 1954, they were substantially non- 
existent. New orders a year ago were accepted up to 
capacity; in February of this year, new orders supported 
an operating rate of about 70%. The order backlog posi- 
tion has been relatively unchanged since January 1, and 
should continue so through the first three quarters, with 
perhaps slightly lower operations in the third.” 


“FURTHER DROP WOULD HURT PLENTY" 


Production and dollar billings showed some signs 
of stabilization in February, 1954, according to co- 
operators’ replies. Of 117 companies responding, 
twenty-nine produced more in February, 1954, than 
in January; thirty-three had lower production; and 
fifty-five indicated no change. Dollar billings were 
higher than in the previous month for 37% of the co- 
operating companies, lower for 31%, and unchanged 
for the remaining companies. 

This left the majority of cooperating companies at 
levels of activity well below those of a year ago. 
Sixty-five per cent report February, 1954, production 
as smaller than a year ago, compared with 24% 
whose February production topped that of February, 
1953. In 11% of the cases, February, 1954, output 
equaled year-ago levels. 

Dollar billings were likewise generally lower. Of 
137 companies, 59% handled a lower dollar volume 
of business than a year ago, 28% managed to exceed 
February, 1953, billings, and 13% reported no change. 

Several companies that successfully bucked the 
downward trend attribute this to new products. 
Writes one chemical producer: 


“Our billings for the month of February are 1% higher 
than they were a year ago, but the increase flows from 
new products that have come out since a year ago. Our 
billings for the old products are down about 8% from 
February a year ago.” 


Other producers show favorable comparisons because 
of “shipping against orders booked some time in the 

ast.” 
: Commenting on the outlook for production and 
dollar billings in the second quarter of 1954, most 
companies are optimistically inclined, in some cases 
expecting “seasonal rises which are normal at this 
time of year.” Out of one hundred reporting manu- 
facturers, forty-two expect second-quarter, 1954, pro- 
duction to be higher than the first quarter, thirty- 
nine foresee no important change in either direction, 
while only nineteen predict a lower rate. As for 
second-quarter billings, 47% anticipate a larger dollar 
volume, compared with the first quarter of 1954, 36% 
expect to equal the first-quarter figures, and 17% 
foresee a decline in their dollar billings. 

Many companies are paying particular attention to 
the level of their inventories. For example, one 
chemical] executive indicates: 
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“We expect that our production rate for the second 
quarter of 1954 will be slightly below that of a year ago, 
although our billings will be probably about 1% higher 
than a year ago. We have been reducing our inventory 
level, thereby causing reduced production.” 


While the consensus is that business will pick up 
some in the second quarter of 1954, a representative 
comment made by-a producer of miscellaneous metal 
products is that “we have been a little disappointed 
in the amount of new business we have been able to 
book since the first of the year. If this trend con- 
tinues, it will be a little disturbing, to say the least, 
because our margin of profit at the present time is 
not what it should be and a further cut in sales would 
hurt plenty.” 


NEW ORDERS SWING UP 


The majority of companies report an encouraging 
upturn in new orders received during February. In 
a typical letter, a producer of general industrial 
machinery writes: 


“Our new-order situation has definitely improved since 
the first of the year. We began to experience somewhat 
of a pickup right after the first of the year and it has 
become more marked in the last couple of weeks. We 
attribute this in part to seasonal influences which are 
normal at this time of year, but also importantly to a 
renewal of buying by companies that have made progress 
in adjusting their inventories. Our business is coming 
in smaller value units and there are more rush orders, 
indicating a general desire of our customers to operate 
with as low an inventory as possible. In some cases they 
may have let their inventories run down too far.” 


However, in February “new orders were generally 
somewhat behind production,” and 48% of the co- 
operating companies experienced a decline in backlogs 
during the month as compared with 26% with in- 
creased order backlogs. Another 26% report no 
change. 

Ninety-one out of 117 cooperators report their cur- 
rent backlogs lower than a year ago, fourteen show no 
change, and only twelve companies indicate an in- 
crease compared with a year ago. (See table 2 for a 
detailed run-down of the backlog and new-orders 
situation.) 

Some companies have been adversely affected by 
reduced military spending. An electrical machinery 
executive states: 


“Backlogs at the end of February were down 19% from 
those at the end of January, and were down 82% from 
those at the end of February, 1953. To evaluate these 
figures, it must be understood that business considerably 
slipped off owing to the cutback in government defense 
orders. This downhill slide started in the second quarter 
of 1953 and its extent is measured by the fact that 
monthly billings in the last six months of 1953 were 43% 
under those for the first six months of that year. We 
seem to have entered our own private depression in the 


Table 3: Inventories Situation 


Companies 


Metal Industries 


Automobiles and equip- 
ment 


Electrical appliances and 
supplies 


ee ee ec 


Peg S90 <b sb Vee wie ae 


Industrial machinery — 
general 


Industrial machinery — 
specialized 


n.r.—Not reported 


Raw Material and Goods in Process 


Inventories 
Compared to Compared to 
Month Ago Year Ago 
Up Down Up Down 

nr. Vv 
nr. 
Same Same 
Vv 
8% 28% 
Same 5% 
Sizably 
Vv Slightly 
15% 
Same 3.5% 
8% 50% 
Slightly 20% 
Vv Vv 
9% 57% 
nr. nr 
nr. nr 
nr. nr 
Same 20% 
nr nr 
nr nr 
nr nr 
11% 35% 
n.. 20% 
Slightly Sizably 
2% 20% 
5% | 10% 
mr. nr. 
Same 15-20% 
Same 0 
Same 1 ‘0 
lightly Slightly 
0 % 
nr Same 
ner 50% 
nr. nr 
nr. ur 
Same 25% 
nr mr 
Same Same 
6% 0 
nr, 35% 
Same Slightly 
Sizably 
Same Same 
nr 30% 
Same 5% 
Same 9, mr 
8% 21% 
Slightly Sizably 
nr. nr. 
nr. nr. 
Unchanged 
nr. Vv 
ner Vv 
Same 5% 
nr 12% 


Finished Inventories 


Compared to 
Month Ago 


Up 


n.T. 


v 


ceshahtly 
Vv 


nr 


nT. 


Same 
nr. 


Down 


Slightly 


Check mark (+) indicates direction but not amount 


Compared to 
Year Ago 


Up 


n.T. 
Slightly 


100% 
29%, 
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Down 


v 


15% 
v 
5% 
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Estimated Trend 
of Total 
Inventories 


Up Down 


Slightly 
Sizably 
Steady 
Vv 
Slightly 
nr. 
Steady 
V 
Slightly 
nr 


v 
5% 
nr. 
nr. 


V 
No change 
15% 


2% 
Slightly 
nr. 
V 


Steel Inventories 


Compared to Compared to 
Month Ago Year Ago 
Up Down Up Down 
nur nr 
nr 
Same 100% 
Slightly 5% 
11% 44% 
Same 10% 
nr 
nr Sizably 
n.T. 20 (5) 
nr nr 
ner mr 
ner nar 
nr. nur 
Same Vv 
nr. nr. 
nr. nr. 
Slightly} 30-35% 
nq. ner. 
nr nr. 
nr nr 
nr nr 
nr nr 
nr nr 
nr nr 
Same 10% 
nur Same 
nT > Be 
Same 9% 
2% | 10% 
ner nr 
8% 8% 
nr Vv 
nr Vv 
nr nr 
Same Slightly 
nr nr 
nr 10% 
nr. nr. 
14% 
nr 15% 
nr. 1.7. 
n.T. nr 
nt. bee 
nt. nr 
nr. 25% 
Same 5% 
Slightly 5-10% 
nr. nr. 
Same nr 
nr nr 
ur nr. 
n.T. nr 
nr. nr 
nmr. nr. 
Same V 
nr. nr 
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Estimated Trend 
of Steel 
Inventories 


Up Down 


n.T. 


Vv 
Vv 
10-15% 
Vv 


5% 


To minimum 


nr. 
At least 15% 
Steady 


RECORD 


ee 
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Raw Material and Goods in Process 
Inventories 


Finished Inventories 


2nd Quarter, 1954 


Steel Inventories 


2nd Quarter, 1954 


ener oe Estimated Trend 
Companies Compared to Compared to Compared to Compared to Tavelitones Compared to Compared to ee 
Month Ago Year Ago Month Ago Year Ago - = Month Ago Year Ago 
Up Down Up Down Up Down Up Down 4 ae Up Down Up Down My pore 
| Dope eeionteen Mee ae eee Same 15% nr Slightly Slightly nr mr mr 
a eM cua At ones Cees nr. nr mr. Vv nr nr Mr 
£3. codes SE eae Mr mr mr ner. nT nur : 
Machine tools ¥ a 
A RRRE eirie bade) os TUE, Same Same Same Same Same Slightly 
RE is rd BING «RE nT. Vv nr nr. nr. nT. nN. nr 
Coe ate ee. Slightly Slightly Same V nr 15% 24% 
1D) 5 dog AB igs eh nt. 10% nr Same 5% nt. nr nr 
ieaeeh. 5 aesircin sean ts Slightly 15% nr ne. nr. Slightly 10% v 
é ox eS Eee a ner. 30% nr nr V nr. nT nr. 
SOOO ES Cater ae nr nr ner nT Slight] nr Stead 
Nonferrous metals ced ¥ x 
Ne ee Ae acs SEOs Same 12% Same 6% Same nr m9. mr. 
BeOS cae SIRE nr Slightly V 25% Moderately 25% 48% Steady 
CT sates cen SAS nr mr mr Ur nr nr nr. nr. 
1 Be) eee Cee Ae Vv Sizably Vv Sizably V nr nr. nr. 
Bret SH a bro Aco ae 2% 24% 2% | 17% nf. nf nr. nr. 
Office equipment 
A PRA Sed cectocls WH V 1% 4.3% V x P) v 
Lhe oe om a, en See Same Same nr V nr nr ner 
Or, Sen SE nr nr 6% 22% V nr nr, nr 
m4 SATE, , wal nr nr ner nr V nr nr nr. 
sei syenvote sta) s Bye, naniors nr nr nr nr 5 99 10 
Railroad equipment @ 2 ve 
A SAT AR. nr mr ner nr nr mr nr 
|S ee ne a ee ner mr ner ner Same Same Vv 
CAMEM Kies Hesston tro 10% nr Same nr vV mr mr mI 
D3. 4 eaatet 11% mr 3% ner V 71% nr 
Steel 
ESD Soe eees ene mr nr Same 40% Same nr nr nT 
1 Bini aca ees Cai a ner Same nr. nr nr nr nr nr 
CRPIE228 PEE OR: nr ner nr. mr nr mr nt mr 
| OO ic se ee nr nr nt. nr nS? nr mr nr 
Rpeee eran eek acie = ote ner V nr nr V nr nr nr 
EER Tr. joe SEM V nur V 30% Vv nr nT nr 
Get ara. fesse oh Same 10% nT V Unchanged nr mr nr 
Miscellaneous metals 
ARR ct: cee ean nr nT nr nr Unchanged nT nr nr 
Bey eee cs .bk ates nr mr nr ner V nr nr nr. 
Oras CR OE ete nr mr Mr V nr nr nr 
Yt cS nur ner ner nr V nr nr nr. 
Enos. Soe Same Same V Vv Unchanged Same nr Same 
AD <a eee ae Same Vv Same V nr. nr mr nr 
Nonmetal Industries 
Building materials and 
supplies 
PAPe Sec aaete s ceite cies. Same 15% nr. Slightly Slightly nr nt nr 
Beas ak. Jeask ee Same Same Slightly Sizably| Unchanged nr ner ns. 
(Gh <. 7 Serene ae ee Same Same nf. 25% V nr nr nr 
Deseret cae s tee ee nr. Vv nt, 5% V nr nT nr 
FARR, rete nr 38% nT. 11% V nr nt nr 
Chemicals 
TN, sete tenia Cnettts © ARIES nr. Vv nr. V ner nr nr ne 
Bae fanny eu. Same 5% nr. 15% 5% nr Vv 5% 
OS ae es Be oe nr 5% nT. 37% V nr nr nr 
1D, 2 dea Vv Vv v Vv n7 nr nr 
1 i onatay seach aera Vv Vv nr, Vv Unchanged nr nT nr 
| the Rape de tne RS Cee eee V Vv V Vv Unchanged ner nr mr 
GR St o4. oe nt. 9% nr 10% Unchanged nr nr nr 
18 Woe Bate, & paGetiey teen aes Same Vv Same V Vv ner nr ns 
De pe rare slag be. Same V mr nr Unchanged nr nr nT 
Food 
Ae epee tia eye » «fe Same Same Same Same Unchanged mr ner nr 
ERA Oet ite aoe nr. mr nr mr nr. mr. nr nr 
CHAGAS Fee i nr. Vv ur Vv Unchanged nt nr nr 
De ME de Asa Same Same nt Vv v nr mr nr 
1D eaten Page CS ROE Vv Vv Vv nr nr nr 
re. aes aes 22! Same Same 8% Same v mr nr nr 
Gi MEP tee « Ua: Same Same Ur nr. nr nr mr nr 
Leather and products 
TS A Si) ote cae tle a Berea Same Same nr. mr. nr. nt. nr. nr. 
Ba Seer tee v v nr. Vv Vv nr. nr. ner. 
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Raw Material and Goods in Process 


Inventories Estimated ‘frend (oot eee Estimated ‘Trend 
Companies C dt Compared to Compared to Fit in Compared to Compared to Inventories 
Sere Waar hee 2 Month Ago Year Ago Up A Month Ago Year Ago Up Done 
Up Down Up Down Up Down Up Down Up Down Up Down 
Coe es matlee : a nr nr. nT n.T nT. nT nr ae 
Bstedsetoreiag a nr Same V Vv nT nr tig’ 
CPR SRS nr nt. nr Vv nr. nr. nr “ 
Dare: V V nr Vv v nr. Ei we 
| ee hae ein Same Same nr 14% V nr nr Bh 
cca ars ies ner mr nT nr nr. ner ner H 
Be, ape i ei Wry mr Unchanged nmr nr mr 
eet hs ae 6.5% 1.6% 6.8% | 35.8% Sizably nT nr me 
Ce teens eee 88.4% nr nr nr nr. v nr nr “ 
DE. Same Same Same Same Unchanged nT nr nr 
1D gC Oe Semen eae nr nr nr. nr nr mr 
ee cceak. ee erate. «= Same Same Vv Vv nr nr nr 
Gr See Nees e kisomnaxs nr nr nr nr nr. nr nr nr 
Re Poteet ee a” 2% nmr Same Vv Unchanged nr nr ng 
| eS Gee ame nr 10% nr 45% Vv nr nt nT 
A 3S 8 eenmode Geen 3.6% | 4.7% nr nT nr. nr nr ne 
Go Se Ge ee Vv Same V nr nr ner ner 
Petroleum products 
AW a : 3p. Aaa ee 5.5% 2.6% 17.3% 4.3% nr nr nr 
1 eee ee See Same 12% 8% 38% nr. nt nr nr 
(6 aad aes Ce ae 1% 54% 9% 56% 4% nr nr nr. 
1D). SOS one: See ees nr. nr nr ner. ur. nr ner nr 
ic eee Se Same Same Same Same Unchanged nr nr nr. 
Textiles 
1a) gh Ae ERS, CRE ae ae Pa nr. nr nr nr nr. nr ns. ner 
Pe eee ee ae Same V mr V Vv nr nr. nr 
VE: Sie oaks Creer aye aie Vv Vv nr nr. nr 
DT nee eee ee Same Same Same Same Unchanged nT nr. nr 
1D Ras Meee yes nr Same nr Same APs nr nr. nr 
Le eee See nt ner 1% | 50% nr nr. nr 
Ge Sree peice nr mr. nr Same Unchanged nr nT. nr. 
13 LOS Rees See ae nr v ner. nr V ner nr. nr 
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late spring of 1953 and have since been dragging along 
at a rather low level.” 


For other companies the decline in backlogs has 
some favorable connotations. According to one pro- 
ducer of general industrial machinery, “the decreased 
backlog enables us to make better deliveries on 
custom equipment and to build up a stock of standard 
units for immediate delivery. The decreased backlog 
improves our competitive position on this score.” 


Another machinery executive goes still further to 
say that while his company’s “backlog is about 
20% under this time last year,” the company’s trouble 
seems to be that its backlog is larger than that of its 
competitors. “On a current inquiry for $1-million 
worth of production,” he goes on to say, “several of 
our competitors offered completion in July, while 
we cannot promise to start shipments before August. 
There is a reasonable amount of business available, 


Finished Inventories 
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however, and when we get somewhat better caught 
up, we believe we will get our share of it.” 

More than half the companies (forty-five out of 
eighty-seven) report that new orders received in Feb- 
ruary, 1954, were greater than in the previous month, 
while twenty-eight companies booked a smaller vol- 
ume of new orders, and fourteen describe both months 
as about the same. Only 19% show plus signs for 
new orders received in February over those received 
in that month a year ago. Fully 70% of the cooperat- 
ing companies had fewer new orders, and the re- 
mainder report no change. 

The trend of new orders has been up since the first 
of the year for 42% of the companies reporting, down 
for 27%, and unchanged for the other 31%. Many 
companies agree with this machine-tool builder when 
he says that “new orders seem to be improving daily 
and indications are that the second quarter will be 
much better than anticipated at the close of 1953.” 
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2nd Quarter, 1954 


In fact, 62% of the eighty-two companies comment- 
ing on the outlook for new orders in the second 
quarter of 1954 expect a larger volume than in the 
first quarter, 26% expect no change, and 12% predict 
a downward trend for new orders. 


HAVE BACKLOGS HIT BOTTOM? 


Four out of ten cooperators state that their back- 
logs continued to decline in the first quarter of 1954, 
whereas 25% report some improvement in the size of 
their backlogs. For the first time in more than a 
year, more companies anticipate that backlogs will 
increase (36%) than expect further declines (27%). 
For example, a building materials supplier writes: 


“During the past five weeks there has been a material 
improvement in the new-order situation. Based upon the 
present trend of orders and the rather favorable pros- 
pects for residential building in 1954, the outlook for 
backlogs and new orders in the second quarter of this 
year is for them to increase rather sizably.” 


However, a steel producer voices the opinion that 
no major increase in backlogs will occur, for “the 
steel industry has become too competitive to delay 
delivery dates.” 


INVENTORIES IN TRANSITION 


“Our raw-materials inventory has been reduced 
whereas our finished goods inventory has increased” 
is the summary report of many cooperators in this 
survey. Of eighty-nine companies, thirty-three had 
smaller inventories of raw materials and goods in 
process at the end of February, 1954, than a month 
earlier. These companies outnumber almost three 
to one the twelve companies whose inventories rose. 
Another group of forty-four producers report no 
change in their inventories of raw materials and 
goods in process during February. 

The tally thus shows that 45% of the reporting 
companies had smaller stocks of raw materials and 
goods in process at the end of February than they 
had a year earlier, and 32% had higher inventories. 

The story on finished goods inventories is different. 
Thirty-one per cent of the cooperating companies in- 
creased them in February, a like percentage de- 
creased them, and 38% reported no change. Com- 
pared with a year ago, sixty-four companies report 
their finished goods inventories at the end of this 
February to be higher, twenty-one companies had 
smaller inventories, and eighteen had no significant 
change. 

Explaining these higher inventories, an electric 
appliance supplies executive says: 

“This, of course, reflects the trend toward having the 
manufacturer carry the inventory load rather than the 
distributor. It also reflects inventory reduction by the 
customer.” 


A producer of instruments and controls explains 
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that the large increase in his company’s finished goods 
inventory, which was “up about 100% from last year,” 
was in response to the fact that inventories had been 
“unduly low for normal requirements.” An elec- 
trical machinery company has made definite plans 
to increase its “finished stock to permit earlier de- 
livery.” 

Comparing the present situation with previous in- 
ventory readjustment periods, a textile executive says: 


“Despite ups and downs in business over the past two 
years, our inventory levels have remained relatively un- 
changed and we expect them to remain at about the 
current level in the second quarter. We have prevented 
excessive inventories during the period of business decline, 
but have also maintained adequate stocks to service our 
business. This meant that we had to forestall any marked 
reduction in inventories during the period of high activity 
a year ago. 

“Our experience has been considerably different from 
what it was in 1949 and again in 1951, both years of 
declining activity, but in which our inventories accumu- 
lated to excessive levels. Out of those experiences we 
have tried to develop greater flexibility in our produc- 
tion schedules and also in the types of products manu- 
factured. These steps have been extremely helpful in 
maintaining a balanced position during the current period 
of decline.” 


One foundry executive lays great stress on the role 
that inventory liquidation has played in the current 
business decline: 


“Our current raw material and goods-in-process inven- 
tories have been reduced slightly during the last thirty to 
sixty days and are substantially lower than a year ago. 
The same is true of finished goods inventories. This trend 
is not only in our industry, but in most of those manu- 
facturing plants and industries that we serve. A sub- 
stantial portion of the decline in sales during the past 
three or four months can be attributed to the desire of 
many businesses to reduce inventories to a somewhat more 
conservative level and to increase liquidity.” 


MORE INVENTORY LIQUIDATION AHEAD 


Sixty-five out of 118 reporting companies (55%) 
plan to further reduce their total inventories in the 
coming three months. In a typical letter a pro- 
ducer of specialized industrial machinery writes: 


“We are campaigning to reduce inventories by cutting 
lead times and disposing of surplus quantities of both 
raw material and finished goods. We anticipate that our 
inventory will therefore continue to shrink steadily.” 


Twenty-three other companies expect increases in 
their inventories. According to one producer of office 
equipment: “We expect inventories to increase 
slightly during the second quarter of the year and 
thereafter remain stable at what we anticipate will 
be a reasonable and normal level of working 
inventory.” 
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A producer of general industrial machinery thinks 
that his company has reduced its inventory “down 
pretty nearly to rock bottom.” 
Thirty cooperators believe their inventories will 


remain stable at about first-quarter, 1954, levels in 
the coming three months. 


TOO MUCH STEEL 


Those cooperators who are significant consumers 
of steel are liquidating their inventories of this ma- 
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terial in earnest. Of twenty-seven companies report- 
ing, thirteen reduced steel inventories in February, 
1954, twelve kept such inventories steady, and only 
two added to their stocks. 

At the end of February, eighteen out of thirty-four 
companies reporting had steel inventories below year- 
ago levels, fifteen companies had bigger stocks, and 
one cooperator reports no change. 

An automobile and equipment producer indicates 
that “current steel inventories are lower than last 
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month, higher than a year ago, and expected to drop 
to minimum levels during the second quarter.” 

A heating and plumbing supplies executive de- 
scribes his company’s situation as follows: 


“The sudden switching to plentiful supplies of steel 
in a relatively short time plus the decrease in the use 
of our inventory due to decreasing firm orders, accounts 
for the excess in our steel inventory.” 


Only three companies out of thirty-eight plan to 
enlarge their steel inventories during the second 
quarter of 1954. Twenty-three cooperators expect to 
reduce their inventories of steel and twelve plan no 
change. An automotive equipment producer sums 
up the situation: 


“Steel inventories were below normal a year ago and 
are too heavy at the present time; we therefore expect 
them to decrease during the coming quarter.” 


IMPACT OF THE BUSINESS DECLINE 


Ninety-two out of 150 companies participating in 
this survey (61%) report their business has been sig- 
nificantly affected by the slowdown in general busi- 
ness activity. Metal industry companies have been 
harder hit generally (72%) than nonmetal com- 
panies (45%). 

Fifty-seven companies have reduced their number 
of employees and sixty-two have instituted shorter 
work weeks. As they predicted in a previous business 
survey,! overtime work has been sharply curtailed. 
Payrolls have declined correspondingly. Forty-six 
companies indicate that profits have been adversely 
affected. 

Several views of current conditions are given below: 


“The reduced volume of business has had a very sig- 
nificant effect in our industry. Reduction in purchase of 
items for the military has contributed to this and by the 
second quarter we expect a 5% to 10% drop in our total 
employment. Overtime, which has been running about 
10% of the hours worked during most of last year, will 
be practically eliminated. Payrolls now are off in dollar 
value 15% compared with a year ago. Reduced demand 
has brought about stiffer competition and lowered prices 
to secure the greatest percentage of the going volume so 
that over-all profits will probably be down about one 
third.” (Electrical appliances and supplies) 

“Profit is uncomfortably close to the break-even point.” 
(Electrical machinery) 

“Present high costs require top volume of business for 
even moderate profit.” (Hardware) 

“A significant number of employees have been laid off, 
several plants have reduced the number of hours worked 
per week, and two of our plants are operating on an 
alternate-week basis.” (Railroad equipment) 

“Tt is our opinion that the current business adjust- 
ment is having some effect on our business, since it is 


The Next Six Months Will Be Leaner,” The Business Record, 
January, 1954, page 9. 
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one in which new applications of our product should bring 
about an increase which we feel should be greater than 
the one which we have experienced.” (Specialized indus- 
trial machinery) 

“We are taking this opportunity to lay off some elderly 
people eligible for retirement under the company pension 
plan, plus some undesirables.” (Hardware) 


A maker of instruments and controls mentions 
the cushioning effect of the expiration of the excess- 
profits tax: 


“Since we were in the excess-profits tax bracket to 
a substantial degree, it is not anticipated that our profits 
will be substantially lower this year than last year. Of 
course, the gross profit will be less, but the net profit 
after taxes should be about the same.” 


CAPITAL SPENDING: "A LITTLE STINGIER" 


About 16% of 119 companies report that their 
capital expenditure programs are being curtailed be- 
cause of poor business conditions. As one producer 
of general industrial machinery describes it: “The 
current adjustment is not causing us to contract our 
capital expenditure program. It is making us a little 
stingier about approving new capital expenditure 
ideas that are being thought up.” 

A paper manufacturer puts it this way: 


“While the current business adjustment has not ac- 
tively caused us to contract our capital expenditure 
budget, it has forced us to do a better screening job 
before approving any authorizations.” 


According to a producer of specialized industrial 
machinery, “the current adjustment has not caused 
us to cancel any portion of our capital expenditure 
program, but it has made us stretch it out since the 
additional capacity to be provided does not appear to 
be needed as quickly as we originally thought.” 

One hardware manufacturer reports a more serious 
effect on his company’s spending plans, that of plan- 
ning “to divert approximately 50% of our normal 
capital expenditures budget during 1954 to sales pro- 
motion.” 

Some companies are limiting their capital spending 
to cost-saving and similar projects. Here are two 
examples: 


“Our capital expenditure program is largely limited to 
new tools where substantial cost savings can be shown 
and also to tooling up of new models as they may be 
released by our development group. We are not contem- 
plating any expansion in the form of new buildings, or 
related substantial expenditures on new machinery and 
equipment.” (Instruments and controls) 

“We currently are keeping and have been keeping 
our capital expenditures within the amount charged to 
depreciation and accelerated amortization. We are, how- 
ever, actively pursuing and investigating any potential 
sizable cost reductions that can be achieved by further 
capital expenditures. This also goes for expenditures that 
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can improve quality and broaden our line. It could well 
be that in the current year our capital expenditures would 
exceed those of 1953.” (Electrical appliances and supplies) 


Other cooperators indicate that their current capital 
spending plans may change if the business decline 
lasts much longer or becomes more severe. For ex- 
ample, one food executive states: 


“The current adjustment has not had any significant 
effect on our capital expenditures as yet. We are con- 
tinuing with our projects already approved. However, 
if sales in the next three months should be unfavorable 
there may be a cutback in capital expenditures.” 


Many companies whose capital spending plans have 
remained unchanged point out that their “improve- 
ment program is about finished anyway, so capital 
expenditures will be less in this fiscal year.” 

But at least one cooperator writes that his com- 
pany’s “capital expenditure program is being pushed 
to completion ahead of schedule in line with improved 
business expected during the fall and in 1955.” 


PREDICTING THE UPTURN 


Thirty-four out of the fifty-five executives who 
hazard a prediction on when their own business will 
begin to show improvement believe the pickup will 
occur by the middle of the year. In fact, several 
cooperators report the turning point in their com- 
panies’ activities has already taken place. One 
machine-tool builder writes: 


“Frankly, inquiries for our equipment have come to 
‘us in a volume sufficient to be surprising since the first 
of the year. Many companies who were on the verge of 
cancellations in January have reinstated orders with us 
now. One company which held a major expansion pro- 
gram in abeyance in December, 1953, has now not only 
released that program to us, but has increased it. These 
are the surprising factors which make us somewhat more 
optimistic now than we were at the turn of the year.” 


A chemical company feels that the fourth quarter 
of 1953 witnessed the low point for sales but that 
“the first two quarters of the present year may not 
show much of a rise from the fourth quarter 1953 
level.” Its “forecasting is based on the beginning 
of a general business recovery movement late in the 
third quarter or early in the fourth quarter of this 
year.” 

A typical response is the following statement by a 
foundry executive who feels that the second quarter 
of 1954 should show improvement and is optimistic 
about business conditions in the second half of this 
year. He writes that “readjustments are necessary 
happenings in an economy such as ours, and we have 
no reason but to feel that the long-term outlook is 
anything but bright.” 

Some producers, however, are uncertain as to the 
permanence of any upturn. A steel producer says 
that “by and large, we are anticipating a strengthen- 


ing of the economy through the second quarter and 
then a return to a declining trend throughout the 
rest of the year.” 

A producer of general industrial machinery writes 
in a similar vein: 


“We are rather of the opinion that we are picking up 
right now, although, frankly, we are not at all sure 
about the last half of the year. We do know this, how- 
ever, that we are selling harder than ever and, whatever 
happens, we expect to give a good account of ourselves.” 


A few companies are doubtful as to any business 
upturn. According to one producer of hardware: 
“Business is expected to pick up some in the second 
quarter, but not enough to give fair and reasonable 
profits at existing costs.” 

An additional sixteen companies expect their busi- 
ness to turn up some time during the second half of 
the year; two others maintain that business will not 
improve until 1955; one company predicts a wait 
until 1956; and two other cooperators foresee “no im- 
mediate improvement.” The somewhat wide diver- 
gence of opinion is typical, as one steel executive 
writes: 


“The date for any pickup is not uniform—even among 
our own officers. I am the most optimistic and expect 
better business toward the end of the second quarter.” 


But all seem to agree with this view of one machine- 
tool executive: 


“In general, the business outlook for the long-term pull 
toward the end of 1954 is going to depend pretty sub- 
stantially on better selling and more efficient production 
which conceivably could reduce prices.” 


SoLtomon EtuE 
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tory, H. E. Foreman, managing director of the Associated 
General Contractors of America, told the organization’s 
thirty-fifth annual convention in Los Angeles last week. . . . 

“An AGC survey of its 6,500 members spotlighted volume 
trends in specific types of construction. The members pre- 
dicted an increase in highway and building construction, 
but. looked for decreased amounts of heavy construction 
during the next six months. In commenting on this survey, 
Mr. Foreman mentioned three factors that will or can 
favorably influence the construction outlook—increased 
public works by the Federal Government as a recession 
antidote, use of accelerated depreciation of structures and 
equipment, and the approval by voters of a large number 
of state and local public works projects.” 
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